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INTERNATIONAL AFFAIRS 





BANKING ACTIVITIES IN VARIOUS GULF NATIONS REVIEWED 


Gulf Activities Summarized 


Beirut AL-IQTISAD WA AL-A'MAL in Arabic, No 60 May 84 p 


[Text] As fac as Gulf banks go, the year 1983 was a difficult one in gene- 
ral. During the year, more than at any time, the banks felt the comprehen- 
sive, profound effects of the drop in government spending and the stagnation 
which 2fflicted many market sectors. The reader, in this file, will find a 
preliminary picture of these effects, as they have been assembled for the 
Department of Studies in AL-IQTISAD WAL-A'MAL,. Although the local conditions 
vary from country to country, the banking situation in the Gulf has three 
basic phenomena in common, which one can summarize as follows: 


1. The decline in liquidity because of the reduction in oil revenues and the 
decline in government spending programs. The natural result of this has been 
the rise in the cost of materials in general. The local markets in the Gulf 

will therefore witness stronger competition to attract resources, with more 

effective use of the policy of branches and improvement and diversification 

of services. 


2. AS regards assets, the banks will witness a relative decline in lending 
activity as a result of the symptoms of sluggishness that are dominating 
some sectors of the market. However, one additional problem here is the fi- 
na’ cial straits which have afflicted many organizations, or, in many cases, 
delays in paying off debts on the part of a considerable number of clients. 
A pileup in the process of "debt rescheduling” or the reduction of debts, 
and an attempt on the part of debtors to obtain easier terms in the process, 
has resulted from this phenomenon. Of course these problems are not of the 
sort that might affect the banks in the Gulf, but experience will prompt 
them more and more to seek quality in lending and to strengthen the role of 
lending and risk evaluating committees. 


3. A development, also, in the financial climate within which these banks 
operate. In the international context, first signs of a new rise in interest 
rates on the dollar are appearing on the horizon. This development might 
again create the kind of pressure that the Gulf countries experienced in 
1976, 1979 and 1981 when the rise in worldwide interest rates led to a 




















severe drain of local capital, compelling central banks to keep using their 
reserves to help the banks with adequate liquidity in foreign currencies. 
It need not be stated that the countries of the Gulf this time are not in a 
surplus liquidity situation; rather, to the contrary, they need a careful 
balance in order to prevent the appearance of great deficits in their bal- 
ance of payments, and the Gulf governments might find a suitable source for 
financing their debts more and more in the local financial market, rather 
than resorting to reserves or to borrowing from the international market. 


All these factors will undoubtedly prompt a more active role and interven- 
tion on the part of the central banks, which for the first time will find 
themselves compelled to manage a monetary situation characterized by a shor- 
tage, not a surplus, of liquidity, and this will make it mandatory that they 
round out their means for intervening in the money market and perhaps im- 
prove this market's instruments and institutions in a manner which will 
guarantee liquidity within the limits the economy requires and stability in 
interest and exchange rates at the same time. The central banks will also 
play a greater role in attempting to increase local banks' participation in 
financing productive activity and not just restricting themselves to the 
traditional short-term financing of the requirements of the commercial sec- 
tor. 


Saudi Developments Reviewed 


Beirut AL-IQTISAD WA AL-A'MAL in Arabic No 60, May 84 pp 74, 75 


[Text] The annual budgets which have recently been published with respect to 
a number of Saudi banks have shown a general decline in the profits of the 
Saudi banking sector in 1983. This in reality affirms these banks’ entry 
into a new stage, distinguished by moderation in growth, a tendency toward 
concentration and digestion of the bank expansion process, and the accept- 
ance of more realistic rates of profit than before. 


This transformation may be attributed to four main factors: 


1. The drop in the rate of government spending as a result of the drop in 
oil revenues. 


2. Greater emphasis on the policy of monetary authorities, especially as 
regards joint loans in Saudi riyals, and the activity of foreign banking 
units with Saudi banks. 


3. The Saudi banks’ need to support their assets and rates of growth of 
profitability in coming years. 


4. The completion of the Saudization process and tle establishment of new 
financial institutions. 


The Effect of the Reduction in Government Spending 


Saudi government spending has always played the part of the prime mover and 
stimulator of the economic cycle. Therefore the decline in oil export 














revenues, at present, to less than half the 1980 level, has had a decisive, 
direct effect on all aspects of economic activity. The fact is that oil 
production and the revenues that are derived from exports will remain at low 
levels for the next few years, and much below the rates necessary to retain 
government spending as previously stipulated. I .us the appearance of a re- 
peated deficit in the budget and the financing of the budget from reserves. 
However, the presence of the deficit in itself indicates that it is not 
possible to anticipate a growth in spending on the basis of previous rates, 
and consequently it is not anticipated, either, that the economy will expe- 
rience the same rates of growth it experienced previously. 


The effect of the drop in spending on local banks means, primarily, a de- 
cline in the volume of liquidity locally available, and an increase in the 
need for bank participation in the financing of projects and support for 
foreign investment. However, the decline in liquidity will mean that the 
cost of obtaining resources will be higher; this could be reflected in a 
negative sense on the rate of growth of assets and rates of profitability, 
especially if the banks have to provide better services and consequently 
attract competent technical and administrative persons. 


The Effect of Emphasis on Joint Loans in Saudi Riyals 


The year 1983 witnessed the issuance of a general directive froin SAMA (the 
Saudi Arabian Monetary Authority) preventing foreign banks from participating 
in loans evaluated in Saudi riyals without the prior agreement of SAMA. The 
first to be hit by this directive were the foreign banking units in Bahrain, 
which rely heavily on the Saudi market as a source of resources which go as 
participations in joint loans or as a source for generating the profits 
needed to cover these units’ expenditures. 


In addition to that, there are serious fears that the Saudi monetary autlio- 
rities will impose a tax on interest paid abroad, which might make the loans 
granted by foreign banking units in Bahrain more costly than those granted 
by Saudi banks. 


Alongside these measures, SAMA last February started absorbing a part of the 
banks' deposits on a weekly basis through a sort of treasury certificate 
which is set out for subscription from banks at interest rates close to 
those prevailing on the special Interbank market. Thus, the Saudi monetary 
authorities are realizing more than one goal. First, they are creating an 
instrument for controlling the level of liquidity in the market, second, 
they are providing a guaranteed income for the banks, and third they are 
preventing the deposit of all these funds in foreign banking units in Bah- 
rain. A general decline in the profits of foreign banks dealing with the 
Saudi market has resulted from the three restrictions referred to above (as 
a result of the gradual contraction of this market), and a drop in the pro- 
fits of foreign banking units in particular has resulted from then. 


The Anticipated Repercussion on the Assets and Profitability of Local Banks 
It is expected that the drop in government spending and its repercussion on 


the rates of local liquidity will lead to a direct effect on the rates of 
growth in assets and profitability. 

















In the context of assets, the figures published for the second half of 1983 
and the start of 1984 indicate the beginning of a decline in the rates of 
growth of assets. It is expected that this drop will be more clearly appa- 
rent in the budgets of the Saudi banks for 1984, 


In the context of profitability, the Saudi banks acquired an international 
reputation some time ago, on grounds that they were among the highest in the 
world in terms of the rate of return on investment or on shareholders’ equi- 
ty. For example, the Saudi American Bank (40 percent owned by Citibank) in 
its report to shareholders for the fiscal year 1982 stated that it had rea- 
lized a rate of profit of 3.8 percent of total assets and a rate of 47.5 
percent relative to stockholders’ equity. In addition, the Saudi Banking 
Institution for Investment gave similar rates of profit for the same fiscal 
year (it is 20 percent owned by Chase). In another area, the Arab National 
Bank (40 percent owned by the Arab Bank Ltd in Jordan) realized an increase 
of 18 percent in net revenues, or the equivalent of 4.1 percent in returns 
on assets. The two giant Saudi banks which are 100 percent owned by Saudis 
realized more moderate profits: the National Commercial Bank recorded 16 
percent in profits on capital, while the al-Riyad Bank recorded 23.9 percent 
in profits on capatal for the fiscal year 1982-83. It is natural to cetate 
that the basic challenge facing Saudi banks in the next few years will be to 
preserve their traditional profitability within an economy which is going 
through a stage of retrenchment in rates of growth in general. It is worth 
pointing out here that the 1983 balance sheets which some banks have recent- 
ly published indicate, almost without exception, a perceptible decline in 
their profits. 


Results of the Completion of the "Saudization" Process 


One can say that the financial structure of the Kingdom of Saudi Arabia has 
in practical terms started to approach a stage of maturity and concentra- 
tion. The establishment of the United Saudi Commercial Bank has recorded the 
end of the Saudization process, by virtue of which the Saudis were stipu- 
lated to have at least 60 percent of the banks’ total capital. 


Nonetheless, there are two important developments which it is expected will 
forcefully affect the overall structure of the financial market. These are: 


1. SAMA's decree restricting the function of moneychangers to dealings in 
currency and trade in precious stones. It is expected that the execution of 
this measure will result in providing an incentive and stimulus for the 
banking market, and the orientation of moneychanging organization deposits 
toward the banking system, instead of their being kept in the moneychangers’ 
safes. 





2. The change which has occurred in the status of the al-Rajihi Moneychan- 
ging and Trading Organization, which has become the al-Rajihi Investment 
Company, with a capital of 750 million riyals ($220 million), thereby becon- 
ing the 12th commercial bank in the kingdom. It has also been given permiss- 
ion to operate as an Islamic investment company. It should be pointed out 
that the al-Rajihi Investment Company's total reserves are estimated at a- 
bout 1.5 billion Saudi riyals, and it basically has 180 branches in all 








areas of the Kingdom of Saudi Arabia. One can say that the extent of the 
effect of competition from the new bank and the limitation on moneychangers' 
activity on the banking system as a whole will appear most probably during 
1984 and the following years to come. 


The Scope of Development of Saudi Banks 


By way of deduction, one can say that the banking system in Saudi Arabia 
will be facing a state of concentration, reasonable growth in assets and 
pressure on profitability, not to speak of increasing oversight by monetary 
authorities. However, this system, at the same time, will witness increasing 
encouragement from SAMA to expand and deepen its local activity. The banks, 
in accordance with that, will have to develop their service level and intro- 
duce new services for the various sectors of the market with the goal of 
attracting further deposits and granting credits on a better basis of fol- 
lowup and risk evaluation. 


Thorough Kuwait Bank Statistics 
Beirut AL-IQTISAD WA AL-A'MAL in Arabic No 60, May 84 pp 76, 77 


[Text] After years of accelerated growth and record profits, the banks of 
Kuwait, in 1983, entered a new stage, that of decline and the absorption of 
the combined effects of the recession and the aftereffects of the al-Manakh 
market crisis, which has not yet come to an end. In this preliminary analy- 
Sis of the Kuwaiti banks' results in 1983, there are clear signs of the new 
stage. 


The financial status of the commercial banks has been affected by a number 
of regional political, economic or local financial factors which have been 
reflected on the actual performance of these banks, 


The most important regional factors are the decline in oil revenues in the 
region and the increasing severity of the Iraqi-Iranian war. In the local 
framework, a lack of clarity of vision as regards the repercussions of the 
collapse of the al-Manakh market and the austerity policy pursued by the 
government have led to a relative freeze in commercial activity, transit 
activities and trade with neighboring countries. 


The purpose in this study is to review the financial status of the various 
commercial banks in Kuwait in 1983 and the overall performance of each in 
the yaar that has ended. From an analysis of this status, it will be evident 
that the negative economic conditions have been tangibly reflected on the 
condition and the earnings figures of these banks. 


Total Balances and Their Distribution 


The banks' total current balance at the end of 1983 came to about 9.99 bil- 
lion Kuwaiti dinars, an overall increase of 9.3 percent as compared with 20 
percent last year. Total private deposits came to about 4,028,000,000 Kuwai- 
ti ainars, an increase of 4.8 percent, as compared with 11 percent in 1982 
and 37 percent in 1981. An increase is to be noted in deposits valued in 
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Table One: Total Assets and Market Share (millions of Kuwaiti dinars) 


Overall Assets Market Overall Assets Market 


Rank Share Rank Share 
Kuwait National Bank 1 2,646 25.7 1 2,321 25.4 
Gulf Bank 2 2,074 20.2 2 1,809 19.8 
Kuwait Commercial Bank 3 1,917 18.6 3 1.769 19.3 
National Bank 4 1,676 16.3 4 1,348 15.7 
Bank of Kuwait and the 
Middle East 5 1,033 10.0 5 1,020 11.2 
Burgan Bank 6 686 6.7 6 552 6.1 
Bank of Kuwait and 
Bahrain 7 255 2.5 7 231 2.5 
{ Total] 10,287 100.0 9,146 100.0 


foreign currencies, because of the drop in the level of interest paid on 
deposits in dinars. Total capital and reserves came to 665 million Kuwaiti 
dinars as compared with 577 million Kuwaiti dinars at the end of 1982. 


In the context of assets, total cash reserves dropped from 626 million Ku- 
waiti dinars at the end of 1982 to 373 million Kuwaiti dinars at the end of 
1983, because of the subscription by many banks to government bonds, which 
the Central Bank recognized as liquid discountable assets. Demand against 
the private sector, in the form of loans and credits, came to about 
4,753,000,000 Kuwaiti dinars (including demand against other financial ins- 
titutions), as compared with about 4,293,000,000 in 1983. 


The Banks’ Shares of the Market 


The four major banks controlled about 82 percent of the total assets ard 
liabilities, thereby recordin: a minor increases over their share in 1981, 
which came to about 80.9 percent. The [Kuwait] National Bank retained first 
place with a market share that came to about 25.7 percent, while the Gulf 
Bank, in 1983, managed to outstrip the Commercial Bank and take second place 
with a share of 20.2 percent, in comparison with 18.6 percent for the Com- 
mercial [Bank]. The National Bank occupied fourth place and retained 16,3 
percent of total assets. 


Sources of Money in the Banks 
At the end of 1983, total stockholders’ equity in all commercial banks came 
to about 650 million Kuwaiti dinars as compared with 535 million at the end 


of 1982, an increase of about 21 percent. Of this, 191 million Kuwaiti di- 
nars was capital and 458 million was declared reserves. In addition, it is 
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expected that shareholders’ equity in the first quarter of 1984 will rise to 
697 million Kuwaiti dinars through the distribution of shares granted. 


In another area, total demand at the end of 1983 came to about 9,298,000,000 
Kuwaiti dinars, most of which, or around 94 percent, constituted private 
sector deposits and other forms of bank demand, including internal reserves. 


Disbursement of Funds: Loans and Facilities 


The annual reports of Kuwaiti commercial banks do not show real growth in 
the area of local productive loans in 1983, 


The rate of growth of total loans and discounts granted to clients by the 
local banking system cane to 5 percent, a very low rate when compared with 
22 percent in 1982 and 30 percent in 1981. If the loans granted to fiuancial 
institutions are excluded, the total loans for 1983 declined by 1.4 percent. 


It is worth pointing out that total new loans and loans granted in 1983 came 
to about 235 million Kuwaiti dinars. These lcans represent almost half the 
actual value of the bonds the government issued to compensate creditors for 
their loss in the securities market, which was discounted by the banks. 


The National Bank was one of the few which witnessad an increase in total 
loans and facilities in 1983; its rate of increase came to about 19.2 per- 
cent in this area. Conversely, the Gulf Bank and the Bank of Kuwait and the 


Table Two: Development of Shareholders' Equity, 1983-84 (Millions of 
Kuwaiti dinars) 


End 1983 During 1984 
Capital Reser* -> Total Capital Reserves Total 
Share- Share- 
holders' holders’ 
Equity Equity 
Kuwait National Bank 46 117 163 55 117 173 
Gulf Bank 32.5 106 140 39 106 145 
Kuwait Commercial Bank 38 81 119 38 81 119 
National Bank 30 86./7 106.7 30 76.7 106.7 
Bank of Kuwait and the 
Middle East 21 48 70 24.5 48 f2a05 
Burgan Bank 24 30 54 51.6 102 153.6 
Total 191.5 458.7 650.2 238.1 530.7 768.8 

















Middle East were the only two banks to reduce the value of the loans granted 
to clients during 1983; this happened for the first time in the history of 
Kuwaiti banks in this fashion. 


Loans Exchanged among Banks 


Loans exchanged among banks increasad at a rate of 15.5 percent. This is 
approximately half the rate of growth of last year. The National Bank of 
Kuwait [was first] in this area, since its activity accounted for about one 
third the total activity of the banks, while the rate of growth of the other 
banks was lower than that rate. The Bank of Kuwait and the Middle East also 
realized marginal gorwth in this lending area, while the National Bank in- 
creased its lending from the banks, contrary to the situation that prevailed 
in 1982, 


Table Three: Results of 1983: Most Important Financial Indicators of Kuwaiti 
Banks 


On 31 December 1983 [Kuwait] Gulf Commer- National Xuwait Burgan 


National cial and Mid- 
dle East 

Number of shares iss- 
ued (millions) 46 $2.5 37 30 21 24.1 
Number of branches in 
Kuwait 45 27 32 12 16 8 
Net profit (millions of 
Kuwaiti dinars) 23 12 16 12 7.5 5 
Ratio of price to per | 
share profit 6.2 6.8 6.15 6.3 6.8 7.9 
Return on assets 0.87 0.57 0.84 0.71 0.73 0.74 


Return on shareholders’ 
equity 14.1 8.57 i365 Lied 11.4 9.4 


Number of branches out- 
side Kuwait 4 2 1 _— _— we 


Raak among Arab private 
banks 5 14 16 18 24 44 


Rank among international 
banks (1982) 179 236 240 292 390 378 
From Table Three, the following may be noted: 


The profitability of the commercial banks, combined, in 1982, declined, co- 
ming to about 10 percent as compared with 34.25 percent in 1982 and 53.5 
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percent in 1983. The rate of increase of profitability of most banks also 
declined. As is commonly accepted in Kuwait, the banks and investment compa- 
nies do not announce all the earnings realized during the year, since they 
carry forward some of the undeclared profits to reserves and internal allo- 
cations, to cope with emergencies and debts which it is doubtful will be 
collected. 


The rate of profitability to shareholders’ equity declined by a very slight 
percentage, totalling 11.2 percent at the end of 1983 as conpared with 11.9 
percent at the end of 1982. The [Kuwait] National Bank realized the highest 
rate of profitability, 14.1 percent, while the Commercial [Bank] realized 
13.5 percent, the National and Middle East Banks realized about 11.0 per- 
cent, and the Gulf Bank realized 8.57 percent (Table Three). 


Expectations for the Future 


It is expected that local banks will devote greater attention to foreign 
expansion, especially after the local recession. One should bear in mind 
that the [Kuwait] National Bank now [has] two foreign branches in London, 
another in Singapore and a fourth in New York, and that the Gulf Bank has a 
branch in New York and another in Singapore, while the Commercial Bank is 
making a feasibility study for foreign expansion in New York. In another 
area, the rank of all Kuwaiti banks in the Arab and international listings 
has improved, since the [Kuwait] National Bank has come to fifth place among 
the top 10 Arab banks in terms of total assets, followed by the Gulf Bank in 
14th place and the Commercial Bank in 16th. 


It is expected that the challenges and pressures on the local banks will 
increase in 1984, at a time when the first signs of solutions to the al- 
Manakh market crisis and the continuing pressures resulting from the Iraqi- 
Iranian war on economic activities and also in the context of confidence in 
the local market can be sean. The banks’ figures for this year will continue 
basically to be affected by government spending, because it is the main in- 
fluential factor and stimulant of various economic activities in Kuwait. It 
is anticipated that the government will proceed to adopt an expansionist 
financial policy, which will result in stimulating the domestic market in 
various sectors and increasing demand for bank loans and facilities in the 
Kuwaiti market. 


Foreign Banks in Bahrain 


Beirut AL-IQTISAD WA AL-A'MAL in Arabic No 60, May 84 p 78 


[Article by Dr Henri ‘Azzam] 


[Text] After 8 years of continuous growth, foreign banking units in Bahrain 
have entered a new stage, which has been distinguished by stability and bal- 
anced growth. These units' total assets dropped from $61 billion in August 
1982 to about $55 billion in July 1983, then rose again a little, to $59 
billion at the end of November 1983. There is evidence indicating the possi- 
bility that assets will stabilize at this level in the near and medium 
range. 








Although the recession in the international economy and the rescheduling of 
foreign debts were among the factors which helped accelerate the process of 
stabilizing the growth of foreign banking units' assets, this process none- 
theless occurred as the result of a number of important regional develop- 
ments, including the slump in economic activity due to the drop in the oil 
revenues of the countries in the area, the al-Manakh market in Kuwait, and 
the continuing war between Iran and Iraq, in addition to the increasing res- 
trictions imposed on operations of lending to companies and institutions in 
the Kingdom of Saudi Arabia, which are essentially aimed at limiting the 
process of internationalizing the Saudi riyal. Since many banks in the area, 
especially in the Kingdom of Saudi Arabia, have become more competent and 
enjoy the requisite support of iwonetary authorities in their own countries, 
these banks have started to assume greater tasks and responsibilities in 
their local markets, thus competing with the foreign banking units operating 
in Bahrain. 





Nonetheless, Bahrain is still at the present time considered the best center 
in which to obtain financial services in the Gulf region. The climate that 
presently prevails in the banking sector is still encouraging, especially 
with the recent opening of two new banking vnits; total foreign banking un- 
its come to 75. The banks have also started to pursue new innovative tech- 
niques in the area of their operations in order to serve the Gulf region as 
a whole, and some of these banks are concentrating on services which will 
bring them greater banking commissions, such as investment bank activities 
and various investment services, while other banks have started to break 
into the area of services of leasing and managing funds, creating new in- 
vestment channels such as term financial transactions and stock options, 
while other banks have turned toward the pursuit of the traditional method 
by concentrating on the financing of trade. 


The Structure of the Foreign Banking Unit Market in Bahrain 


The grand total of foreign banking unit assets and liabilities witnessed an 
annual rate of growth of 46 percent between 1976 and 1982 (Table One). Howe- 
ver, the growth rates, which had been continuous, started to fall after 
1977, and, with the advent of 1983, total assets and liabilities fell to 
$57.5 billion in the third quarter of the year, after reaching their highest 
level in the month of August 1982. This may be ascribed basically to the 
decline of economic activities in the Gulf region. In 1978 Bahrain attained 
parity with Singapore in the volume of assets in its foreign banking units, 
but it retrenched slightly in following years. 








The Arab world receives the bulk of foreign banking unit activities, since 
about 67 percent of these units’ sources of funds come from the Arab coun- 
tries, which also borrow about 49 percent of the funds. The proportion of 
liabilities from the Arab region rose from about 40 percent in 1976 to about 
67 percent in 1983 (third quarter). Basically, the countries in the area 
continue to offer money to foreign banking units in Bahrain ($10.4 billion 
in 1983), while the bulk of these funds are recycled to Arab countries suf- 
fering from a deficit. These units' transactions indicate that the countries 
of North America, Western Europe and a number of other offshore centers and 
other countries have benefitted greatly from the funds of foreign banking 
units in Bahrain. 
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Table One: Geographical Distribution of Assets and Liabilities of Foreign 
Banking Units (in Millions of Dollars US) 


Country Cate- 1976 1977 1978 1979 1980 1981 1982 1983% 
gories 

Assets 

Arab countries 2,487 7,965 11,688 14,739 19,770 24,823 28,993 28,257 
North America 13 468 277 477 641 1,003 1,431 1,946 
Western Europe 1,129 3,904 5,301 6,917 9,764 13,257 14,321 13,825 
Bank Centers 

Offshore 1,241 1,888 2,971 2,243 2,538 3,857 4,654 4,481 
Other 1,344 2,376 3,204 3,388 4,753 7,794 9,608 9,043 
Total Assets 

and Liabilites 6,214 15,701 23,441 27,764 37,466 50,734 59,007 57,552 
Liabilities 

Arab countries 2,578 8,255 11,666 16,143 24,231 34,075 39,452 38,667 
North America 214 419 1,891 828 358 700 1,287 1,768 
Western Europe 2,277 4,995 7,018 7,873 9,311 11,101 12,296 11,741 
Bank Centers 

Offshore 923 1,539 1,850 1,936 2,339 2,905 4,271 4,028 
Other 222 493 1,016 984 1,222 1,953 1,601 1,348 





Source: Bahrain Monetary Authority 
* End of the third quarter of the year. 


As is usually the case in European money markets, we find that transactions 
among banks also dominate the activities of foreign banking units in Bah- 
rain. Banks' deposits with other banks constitute about 67 percent of the 
sources of funds of foreign banking units, and most of these deposits come 
from outside Bahrain. The proportion of transactions in Gulf currencies, 
especially the Saudi riyal and to a lesser degree the Kuwaiti dinar, repre- 
sented from 18 to 20 percent of total assets and close to 25 percent of 
total liabilities in recent years. Most of the remaining transactions were 
valued in dollars; these came to 74 percent in the third quarter of 1983. 
This proportion is much lower than the equivalent in the Asian currency mar- 
ket, which comes to about 90 percent. These figures indicate the importance 
of Gulf currencies in the foreign banking activity market in Bahrain. 
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The Regional Effect of Foreign Banking Units 


Bahrain occupies first place in banking services and activities in the Gulf 
area. Kuwait imposed a prohibition on the activity of foreign banks on its 
territory some time ago, while the state of the United Arab Emirates suffers 
from a glut in the number of banks operating there and therefere does not 
encourage foreign banks to increase their activity in the country. In addi- 
tion, the Kingdom of Saudi Arabia has now made big strides in carrying out 
the program of "Saudization" of banks. In spite of that, the Saudi banks 
still need more time to achieve a greater degree of growth and development 
before they can compete with the foreign banking units in Bahrain. 


It is worth pointing out that the foreign banking units in Bahrain hava 
succeeded in establishing a market for money and transactions among the 
banks, deepening the interconnections among financial and banking institu- 
tions in the various areas of the Gulf region, and the presence of the fo- 
reign banking units has helped increase the competition among the banks op- 
arating in the region, and narrow the margins among interest rates and re- 
duce the differences among interest rates in the countries of the area. 


The rate of transactions in the currencies of countries in the area is con- 
sidered higher in Bahrain than in other foreign banking unit centers. The 
interest rates on deposits valued in Gulf currencies reflect the regional 
circumstances, especially the requirements which monetary authorities impose 
on the reserves of banks in the countries concerned. Estimates indicate that 
about 29 percent of the banks’ liquid assets in the region are for the most 
part retained with the foreign banking units in Bahrain. 


It is accepted that the banking units in Bahrain are at the forefront in 
providing important regional services embodied in the market for term trans- 
actions in Gulf currencies, especially the Saudi riyal. Nonetheless, these 
units, through their activity in the term transactions market, generally are 
viewed as sellers of local currencies on the instant market, which increases 
the price fluctuations in these currencies. There are people who say that 
foreign banking units borrow money at low interest rates from neighboring 
countries, and in turn disburse these funds to discount a large portion of 
the banking activities available in the local markets. That has resulted in 
the occurrence of a sort of misunderstanding between foreign banking units 
and some neighboring countries, and that has been reflected negatively on 
these units’ activities. For example, Kuwait modified its tariff on the li- 
quid assets of banks, direcly removing deposits in Kuwaiti dinars with fo- 
reign banking units from them, at which point the Kuwaiti banks were com- 
pelled to take back a large portion of their Kuwaiti dinar deposits from 
Bahrain to maintain the requisite limit on the liquidity in their possess- 
ion. This had a tangible effect on the composition and volume of Gulf cur- 
rencies with foreign banking units, and the Saudi riyal became the dominant 
Gulf currency. 








The Saudization of the commercial banks in the kingdom has had positive ef- 
fects on these banks’ revenues and has helped bring about an increase in 
their capital and consequently attract Saudi investors’ attention to then. 
This situation has permitted the banking sector in the kingdom to increase 
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the volume of its assets which bring it an income (an increase which is 
estimated at about 50 billion Saudi riyals); this previously was retained as 
reserves with the Saudi Arabian Monetary Authority. This resulted in an in- 
provement in the revenues of the Saudi banks and gave them greater flexibi- 
lity in setting the prices of their services and in competing to obtain 
riyal deposits, whose liquidity surplus was normally directed toward foreign 
banking units in Bahrain. The ratio of the Saudi banks’ reserves with the 
Saudi Arabian Monetary Authority to these banks' total deposits in the past 
few years has dropped, coming to about 18 percent at the present time. This 
is a good ratio in comparison with the rate of liquidity which foreign bank- 
ing units impose upon themselves, which ususally comes to 20 percent. This 
means that the foreign banking units have gradually started to lose the ad- 
vantage they used to enjoy relative to the other banks in the area, which 
was their low proportion of non income-yielding assets; as a result of that, 
among other things, limits were put on the growth of the foreign Saudi riyal 
market and doubts were cast on the future potential for activities of fo- 
reign banking units in Bahrain in this area. 


Bahrain's Role in International Currency Markets 


At the end of 1982, Bahrain's share of total transactions in the internatio- 
nal currency markets was about 2.9 percent, as compared with 1 percent in 
1976 and 2.4 percent in 1978 (Table Two). On the other hand, the share of 
European financial centers dropped by about 10 percent in the past 5 y@ars, 
and, in exchange, the growth in the other main financial centers increased. 
London continued to be the most important financing center in the world, 
since its share of the international market transactions was 30.1 percent. 
Nonethelass, the challenge to London's dominance of these markets is embo- 
died in strong competition from the main financial centers in the Pacific 
Basin -- Tokyo, Singapore and Hong Kong -- in addition to Bahrain, in the 
Gulf region, and the centers for international banking facilities whose es- 
tablishment was recently permitted in New York, which have made it easier 
for banks there to carry out many types of transactions in European curren- 
cles without being compelled to establish an actual presence for themselves 
in foreign transaction centers. 


Table Three gives an idea of the size of the market of foreign banking units 
in Bahrain in comparison with non-European foreign banking markets. In the 
past 3 years, Bahrain's average share has been about 10.5 percent of the 
total transactions in foreign banking markets, in comparison with that of 
Singapore, which came to about 17 percent, and Hong Kong, which came to 
about 9 percent. In 1982, the Bahamas lost first place, which it had occu- 
pied among the centers of the non-European foreign banking markets, and was 
outstripped by the international banking facilities centers in New York, 
while Singapore, Bahrain and Hong Kong held onto third, fourth and fifth 
place respectively. It is worth pointing out that Bahrain realized a high 
rate of growth in the past 7 years, close to 983 percent, a rate which is 
more than double that of the corresponding growth of the total foreign bank- 
ing transactions market, which came to 423 percent. 
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Table Two: International Centers’ Shares of the International Transactions 
Market * (Percent) 


1978 1979 1980 1981 1982 


Pacific Basin 10.1 10.9 12.6 14.3 15.8 
Japan 5.2 5.6 6.6 7.1 7.9 
Singapore 2.8 3.1 3.6 4.6 5el 
Hong Kong 2.0 2.0 2.2 2.4 2.6 
Phillippines 0.2 0.2 0.2 0.2 0.2 
Middle East 504 3.3 3.6 3.7 4.1 
Bahrain 2.4 2.4 2.5 2.7 3.0 
Other Countries 1.0 0.9 0.9 1.0 1.1 
Western Hemisphere 18.2 17.1 16.4 19.8 21.6 


United States of America 
(International Banking 


Facilities Centers) -- -- oo 3.3 7.1 
The Bahamas 10.7 9.1 8.3 8.2 6.3 
Canada 3.3 2.8 Sek 3.2 3.0 
Cayman Islands 1.9 2.2 2.2 2.3 2.3 
Panama 2.0 2.6 2.3 2.2 2.1 
Netherlands Antilles 0.3 0.4 0.5 0.6 0.8 
Europe 68.3 68.7 67.4 62.2 58.5 
United Kingdom 29.5 Me6 Fiscd Be - Wek 
France 1003 Bek L002 8.6 8.0 
Luxembourg 7.5 7.9 7el 5.7 504 
Belgium 4.4 4.2 4.5 4.4 4.0 
The Netherlands 4.1 3.9 3.8 3.3 2.8 
Italy 3.5 3.6 3.4 2.9 2.4 
Switzerland 3.8 3.1 2.4 2.0 1.7 
Germany 2.3 1.9 1.6 1.4 1.1 
Other Countries 2./ 3.4 3.1 2.9 3.0 


*On the basis of assets of commercial banks in foreign currencies. 
Source: Grindlay'’s Bank, June 1983. 


The Future Outlook for Foreign Banking Units in Bahrain 


The foreign banking units in Bahrain are negatively affected (to varying 
percentages) by the prevailing stagnation in economic activities in the Gulf 
area. Government money is available at lower rates, and many major projects 
have approached the stage of construction completion. In addition, the do- 
mestic banks have increased their competence, have diversified their ser- 
vices and have acquired greater expertise and support. The financial market 
recently experienced a contraction in the total volume of its transactions. 
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Table Three: Assets of Non-European Foreign Banking Markets (Billions of 
Dollars US) 


1976 1977 1978 1979 1980 1981 #1982 


The Bahamas 79 90 105 112 125 150 130 
Bahrain 6 15 23 28 28 53 59 
Cayman Islands 12 16 18 27 22 42 46 
Hong Kong 12 14 19 24 33 45 52 
Netherlands Antilles 2 2 3 5 7 9 12 
Panama 10 14 19 32 34 41 42 
Singapore 17 21 27 38 54 86 102 


United States (Interna- 
tional Banking Facili- 
ties Centers) ~~ -- -- -- -- 66 142 


Total 138 172 214 266 324 490 585 


Bahrain as a Percentage 
of the Total 4.3 8.7 10.7 10.5 11.7 10.4 10.1 


Source: Grindley's Bank, June 1983 


While some offshore banks which have firm relations with their clients are 
still preserving a reasonable growth rate of activities in the region, some 
others are facing difficulties in increasing the growth rate and realizing a 
reasonable return on capital. 


The Kingdom of Saudi Arabia will continue to be the main market for foreign 
banking units in Bahrain. Since it is not expected that the kingdom's oil 
revenues will rise over the near or medium term, the sluggish growth which 
appeared recently in all economic activities will continue during the next 2 
y2ars. The Saudi government's decision to offer the shares of some public 
organizations (such as the Saudi Basic Industries Corporation) for subscrip- 
tion by citizens in the kingdom and the other Gulf Cooperation Council coun- 
tries will help absorb a large part of the surplus liquidity in the market, 
which used to go for the most part to the Bahrain banks. The statute the 
Saudi Arabian Monetary Authority set out, by virtue of which Saudi banks are 
requested to deposit money in new special accounts for a period of 13 weeks, 
which will bring these banks an actual annual income of 8.577 percent, has 
the goal of limiting the flow of riyals to foreign banking units in Bahrain. 
This activity has occurred in the framework of the statutes the Saudi Ara- 
bian Monetary Authority had previously announced to limit dealings in Saudi 
riyals in joint lending activities abroad. 
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On top of that, the Saudi Arabian Monetary Authority, on many occasions, has 
expressed its desire to have the foreign banking units in Bahrain essential- 
ly concentrate their activities on transactions in international currencies 
and on the provision of services complementing the normal activities of the 
banks in the kingdom, in cooperation with these banks. The Saudi Arabian 
Monetary Authority's position is aimed at limiting the growing internationa- 
lization of the Saudi riyal, to guarantee that monetary policy js carried 
out in the best manner in the kingdom. Since there is no market for public 
debt bonds or organized means for conducting discount transactions, the Sau- 
di Arabian Monetary Authority has only a few ways to cope with the changes 
taking place in the volume of money in circi:lation as a result of foreign 
banking units’ activities. In addition to that, the Saudi Arabian Monetary 
Authority seems anxious to stimulate the banking capabilities of the Saudi 
banks, in order to offer better services to local companies and institu- 
tions, similar to those the offshore banks in Bahrain offer their clients in 
the kingdon. 


It is worth pointing out that the Saudi Arabian Monetary Authority's at- 
tempts to internationalize the Saudi riyal have created a disquieting atmos- 
phere among foreign banking nits in Bahrain, and it has become clear to 
these units that as long as they do not continue constantly to develop their 
services and become more competant and better able to acclimatize themselves 
to the new developments in the area, it will not be feasible for them to 
sustain their current level of activity. 


The Saudi banking sector will need more time to become developed enough to 
be able to attract the volume of transactions which the Bahrain banks are 
now engaged in carrying out. At the same time, foreign banking units which 
prove their competence and proficiency in creating new job opportunities 
will have the ability to offer more developed services on behalf of their 
Saudi clients and preserve their advanced status relative to the banks in 
the kingdom, as well as constituting a bridge of communication between the 
region and international banking centers. 


Nonetheless, Bahrain is still considered the best center for obtaining fi- 
nancial services in the Gulf area at the present time. The atmosphere pre- 
vailing now in the banking sector is still encouraging, especially with the 
recent opening of two new banking units, as a result of which the total 
foreign banking units now come to 74. The banks have started to pursue new 
innovative means for expanding the field of their transactions to serve the 
Gulf area as a whole, some of these banks are concentrating on services 
which will bring them greater banking commissions, such as investment bank 
activities and various investment services, and other banks have started to 
invade the area of money ieasing and management services and the creation of 
new investment channels, such as term financial transactions and stock op- 
tions, while other banks have oriented themselves toward the pursuit of the 
traditional method, concentrating on the financing of trade. 


Bahrain has a good opportunity to become a center, in the manner of Luxen- 
bourg, for the registry and commerce of international bonds (valued in dol- 
lars) in the area, whereby banks will deal in them and sell them to Gulf 
investors. Since the bond issues have been made in American dollars, that 
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will help the banks do away with the problems of influencing the volume of 
local liquidity and therefore satisfying the objections of the monetary au- 
thorities in the countries of the area. Bahrain at that point will be able 
to cement its bonds with the cther bond markets in the world, as it is cur- 
rently doing in the case of bank deposits, and will give the Gulf area a 
profitable means of investment. 


The development of Bahrain as a regional financial center is proceeding con- 
currently with the comprehensive economic and financial development in the 
Gulf area. Financial growth usually follows economic growth, and, with the 
decrease in the financial revenues in the area, the need to have a regional 
financial center which will make better use of available funds will become 
apparent. The countries of the region sooner or later will realize the need 
to establish and strengthen such a market, in order to provide financing 
services to the region as a whole, and at that time Bahrain will be in the 
best (if not the only) position to fill this vacuum. During the coming 
years, the financial market will follow, and the investment opportunities 
which it lacks at the present time will become diversified. The Bahrain Mo- 
netary Authority is making every possible effort to develop the financial 
market in the country, and the more firmly the various financial institu- 
tions (banks, investment companies, insurance companies and so forth) estab- 
lish themselves and gain the necessary experience, the more suitable the 
atmosphere will become for issuing commercial paper, bank letters of credit, 
certificates of deposit and other financial paper. 


There is no doubt that the foreign banking units in Bahrain can play an 
important part in directly filling the large gap that exists now in the Arab 
financial milieu and realize a better level of financial balance in the a- 
rea. This is considered in effect the most important challenge facing the 
development of an Arab regional financial market. The Arab banks, in the 
period between 1972 and the first half of 1983, participated in administer- 
ing the issuance of an estimated $33 billion in loans in international cur- 
rencies. Among these loans were $14.6 billion offered as loans to Arab bor- 
rowers. The loans advanced by Arab lenders to Arab borrowers realized tangi- 
ble growth in 1982 and 1983, when the issuance of about 50 percent of total 
loans was managed by Arab banks. In 1983, approximately $4 billion, or 51 
percent of the total joint loans the Arab banks offered, went to Arab coun- 
tries. 


Thanks to its strong financial base, which comes to between $6.5 and $7.5 
billion, Arab banks can be provided with firm loan opportunities enabling 
them to offer loans to countries in the region at a rate of US $5 to $6 
billion a year. Bahrain can gradually develop and become a center for lend- 
ing and borrowing for Arabs conducting transactions. 


It is expected that the competition among the foreign banking units in Bah- 
rain will become heated in the foreseeable future; this will lead to a nar- 
rowing of the margins of interest rates and bank levies which these banks 
pay. With the contraction of economic activities in the Gulf region, an ex- 
pansion is not expected to occur in the volume of banking transactions in 
the next 2 years, but it is expected that a change will occur in the distri- 
bution of the shares of transactions among offshore banks. With the rise in 
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the Arab banks’ ability and maturity, their share of total foreign banking 
activities in Bahrain will rise, and this is to be considered a normal de- 
velopment. The Arab governments’ appreciation of the resources the Arab 
banks operating in the Bahrain market enjoy will gradually increase, and it 
is expected that more government funds will be oriented to this market in 
the future. If the major foreign banks reduce their participation and the 
volume of their dealings with the market, the role of the Arab banks commit- 
ted to serving the region will continue. 


The bright side of the current situation is embodied in the development of 
firm relations among Gulf Cooperation Council countries and the growing in- 
terconnection that exists among these countries’ financial markets. Since 
these countries have striven to realize further economic cooperation among 
themselves, it is not to be considered that any of the member countries will 
work to weaken the economic ability of other ones. Here, it is possible to 
point out that all the member countries of the Gulf Cooperation Council re- 
alize the importance of the constructive role the foreign banking units in 
Bahrain have played and are playing, especially as regards the financing of 
many vital projects in the region, not to mention their creation of a cli- 
mate of competition among local banks and ecouragement of these banks to 
provide better services. The Saudi minister of finance and national economy, 
His Excellency Shaykh Muhammad Aba al-Khayl, praised the role the foreign 
banking units are playing in the Gulf area and their contribution to the 
realization of economic growth in Bahrain when he said "These units are a 
source of strength for the Gulf region and therefore none of the Gulf Coope- 
ration Council countries will try to oppose their presence here." 


(Inaugural statement His Excellency Shaykh Muhammad Aba al-Khayl, minister 
of finance and national economy in the Kingdom of Saudi Arabia, made at the 
conference the magazine MEED organized on banking activities in the Arab 
Gulf area, which was held in Bahrain on 11-12 December 1983.) 


New Saudi Bank Opens 
Beirut AL-IQTISAD WA AL-A'MAL in Arabic No 60, May 84 pp 86, 87 


[Text] Last 14 April, the United Saudi Commercial Bank inaugurated its head- 
quarters in the city of Riyad, on 60th Street, at an official celebration 
attended by Prince Sultan, the governor of Riyadh Province, and a number of 
ministers, officials, bankers and businessmen. This article is an attempt to 
evaluate the steps the bank has taken since it was established as a result 
of the merger of three banks as part of the Saudization process, in addition 
to the reasons which qualify it to stand out in the near future as a pro- 
gressive experiment on the Saudi banking stage. 


About 6 months after it was officially established in accordance with the 
law Saudizing foreign banks, the United Saudi Commercial Bank now gives a 
truly clear picture of a "united" bank, a bank which has its own personali- 
ty, style and harmonious administrative and technical apparatus. The merger 
of the three component banks (the Lebanon and Overseas, Iranian National and 
United Pakistani Banks) occurred in accordance with the plans that were 
made, and they were absorbed as major branches of the bank in Jiddah and 
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al-Dammam. The Saudi International Bank, of whose shares the Saudi Arabian 
Monetary Authority (SAMA) owns 5 percent, played 2 basic role in carrying 
out the process of tne transformation, in cooperation with the authority, 
and the central systam was formed and the unifying bylaws and policies were 
set out which would give the bank its identity and its special image among 
the kingdom's banks. 


Completing the Chartering Process 


It is well known that in accordance with the Saudization prucess, it was 
decided te establish the bank by merging the three abovementioned banks and 
bringing them @ach in, after their assets were re-evaluated, at a ratio of 
10 percent of capital (250 million riyals). The Saudi International Bank and 
its headquarters in London were included, with 10 percent also, with the 
remainder of the shares, that is, 60 percent, to be offered for subscription 
through Saudi efforts. As was expected, the capital was easily covered; ow- 
ing to the enthusiasm of the public, it happened that the subscription was 
covered a number of times over. 


A founding committee, which was assigned by SAMA, assumed the task of prepa- 
ring the three banks for the process of making a profit and the treatment of 
the fiscal ind legal aspects and preparing a draft of the charter contract. 
The committee was made up of Prince Faysal ibn ‘Abd-al-'Aziz ibn Faysal Al 
Sa'ud, Dr Mahsun Jalal and Mr Bakri Na'urah, the director of the branch of 
the Lebanon and Overseas Bank. That was then followed by the execution of 
the process of subscribing the capital and appointing the board of direc- 
tors. The latter was composed of one representative of each of the four 
participating banks and six representatives of the Saudi public, who were 
chosen by SAMA, as the charter stipulated. The founding committee was dis- 
solved automatically at the first meeting of the board of directors, which 
met on 18 July of last year. 


Administrative Changes 


The choice of the board of directors was almost determined in advance, since 
the bank's bylaws give SAMA the right to appoint six of its 10 members, 
which implicitly allows it to choose the chairman of the board in addition 
to the majority of the members. However, a more delicate task was to form 
the technical and administrative system, which of course of necessity bene- 
fited from the systems of tne three merged banks. However, it also had to go 
beyond that to the establishment of a central unified management with ex- 
perts and aspirations which were in keeping with the role expected of a big 
bank with massive resources. The Saudi International Bank in London took 
over that task directly on the basis of the management and supervision con- 
tract with the new bank. One should bear in mind that the Morgan Bank, in 
accordance with the management contract, is essentially in charge of running 
the operations of the Saudi International Bank. 


One can therefore say that Mr Peter De Roos, director general of the Saudi 
International Bank, played a basic role in this stage. However, the Saudi 
party in the bank has a representative who is chairman of the board of di- 
rectors, Dr Jalal, and he maintained an active, basic role through direct 
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supervision of the labor process and daily consultation with the management 
of the Saudi International Bank, then retention of the final decision re- 
garding the decrees and appointments which wore assumed. The first step in 
this framework was the appointment of Mr Peter Jaquess (age 58) as director 
general of the bank. One should bear in mind that Jaquess worked as director 
of the National Westminster Bank in London, which is linked by bonds of 
cooperation with the Saudi International Bank, being the owner of 5 percent 
of the bank's shares and represented on the board of directors. Conversely, 
the following steps were taken: 


1. An executive committee was formed, branching out from the board of direc- 
tors; this consisted of Messrs Mahsun Jalal, Prince Faysal Al Sa'ud, 'Ismat 
al-Nazir, and Peter De Roos as permanent members, with a representative of 
one of the three merged banks to be included in this committee each year on 
a rotating basis. 


2. Mr Bakri Na‘urah, 59, was appointed deputy director general. 


3. Mr Muhammad 'Abd-al-Rahman al-Muhaysin was appointed assistant director 
general for bank affairs. He had occupied the position of general financial 
overseer in the Industrial Development Fund after having worked for some 
time with Chase Manhattan Bank in the United States. Al-Muhaysin (42) is 
considered to be in a suitable position to play a role of increasing impor- 
tance in the bank. Aside from his diverse epxerience, al-Muhaysin is now in 
charge of daily supervision of the banking operations, and he pl: ed a role 
in the charter stage when he was delegated to London to coordinate with the 
Saudi International Bank in setting out the bank's bylaws and policy. He 
also was chosen a member of the committee supervising employment. 


Employment Policy 


In forming its structure, the United Saudi Commercial Bank has relied on 
three main sources: 


1. The bank's basic leadership personnel, and part of its technical staff, 
were provided by the Saudi International Bank, which is in charge of the 
management process. This was done in one of two ways, by transferring some 
of the bank's technicians in London to the central management of the United 
Commerical Bank in Riyad and by having the Saudi International Bank itself 
contract with technical personnel abroad, then transfer them to work in the 
bank's management in Riyadh. 


2. With the objective of reducing dependence on a single external source, 
specifically the foreign source, the chairman of the board of directors, Dr 
Mahsun Jalal, went to the Arab banking market, specifically Tunis, as an 
additional source for filling the deficit in trained technical personnel. A 
delegation of the bank's leaders traveled for this purpose to Tunis, studied 
applications, held interviews and finally chose 23 Tunisian banking person- 
nel to work in the bank after specific periods. It is worth pointing out 
that the Tunisian applications for the positions offered were numerous, 
since about 200 persons came for interviews. 
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Saudization 


3. Saudi personnel: The United Commercial Bank tried to rely on non-Saudi 
personnel to the lowest possible degree, since the philosophy of Saudiza- 
tion, which changed the form and structure of the banking sector in the 
kingdom, is also being imposed on the conditions of the new bank. The Saudi 
management in the bank is well aware of this, and considers it a medium-term 
goal which must be worked toward within the transitional period in which the 
Saudi International Bank will continue to be in charge of the administra- 
tion. 


Saudi personnel currently account for approximately 40 percent of the total 
system. In order to reach this proportion in a relatively short period, the 
bank's management devoted special, intensified attention to training and 
Saudi staffs were sent on intensified courses of specialization supervised 
by the Saudi International Bank and the National Westminster Bank in London. 
Fifteen Saudi university students were also sent on a course which took more 
than 4 months, and 80 graduates of institutes and secondary schools were 
sent to the city of (Bormouth) on a course that took 6 months, which was 
aimed at developing their foreign language and giving them the necessary 
basic skills for proceeding to work in the bank. After the end of their 
training, they were included in an additional program which SAMA supervised 
directly. 


One obvious tendency toward Saudization in the banks manifested itself par- 
ticularly in the choice of branch managers. Saudi directors were appointed 
to the integrated banks, which were converted into branches, while their 
former managers were kept on as participating managers. Thus a Saudi was 
appointed marager of the Jiddah branch which emerged from the former Bank of 
Lebanon and Overseas and Mr Mazhar Hadid remained as a participating mana- 
ger. Mr 'Abd-al-Ghani al-Sabbagh, a Saudi, was appointed manager of the Jid- 
dah branch which emerged from the National Bank of Iran, while Mr Muhammad 
al-Husayni remained as a participating manager. Mr Muhammad Ahmad Hashin, 
also a Saudi, was appointed a manager of the al-Damman branch, which had 
emerged from the Pakistani Bank, and the manager, Mr Mahmud Fayiz, remained 
as a participating manager. 


Branch Policy 


Parallel with that, the bank administration started to expand the system of 
branches, and a branch of the bank was opened in Riyadh on al-Dabab Street 
(in addition to the headquarters), raising the number of branches to four, 
at present. Mr Muhammad al-Husayn, the assistant director general of the 
bank, expects that the number of branches will rise to eight or nine in the 
next few months, as the inauguration of a second branch in Riyadh, a third 
branch in Jiddah, a branch in al-Khubar, a branch in Mecca and another 
branch in Medinah draw near. In addition to that, the bank's management is 
thinking of opening a third branch in Riyadh and a branch in al-Qusaym pro- 
vince, which will raise the total number of branches before the end of 1984 
to 1l -- of course if the qualified personnel are provided at the right 
time. 
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Observations 


By way of deduction, one can say that the United Saudi Commercial Bank is 
prepared to become prominent, in the near future, as a dynamic, advanced 

pattern of Saudi banking activity, for a number of reasons, most import- 

antly: 


1. It is setting out with powerful momentum and relatively large capital 
(250 million riyals). 


2. It has a good base of clients which is clearly apparent from the digest 
of the budget which sumuarized the bank's condition when it was established 
as a rasult of the incorporation of the assets of the three merged banks. 
This budget showed deposits of 835 million riyals before the new bank star- 
ted any activity in the area of accepting deposits. This in itself reflects 
the importance of the base of customers who have been taken over by the new 
bank as a result of the merger process, whicn provides a good base for ta- 
king off for expansion and actual immediate movement in the market. 


3. The bank, through the merger of the structures of the three banks into 
the central apparatus, has very fine banking expertise which has weight in 
the market. This, in itself, saves the bank much concern in creating expert 
banking personnel. However, this personnel has another advantage, which is 
that it has been working for some time as a harmonious, homogeneous system 
in the context of its parent banks. This is difficult to achieve when a bank 
Starts at zero and is compelled to assemble its personnel from numerous va- 
rious sources. 


4. The participation of the Saudi International Bank in the board of direc- 
tors and the process of daily supervision constitutes a great element of 
strength for the bank and gives it special attention from the Saudi Arabian 
Monetary Authority, which basically possesses 50 percent of the capital of 
the Saudi International Bank. It also provides it with management at an ex- 
cellent level of expertise and rich development, especially because of Mor- 
gan Guaranty's role in the management of the Saudi International Bank. The 
result is that the United Saudi Commercial Bank will find itseif in the 
presence of an active, aggressive management which is most able to innovate 
and attract activity in the market. This will undoubtedly impose a new level 
of competition and a challenge which the private Saudi banks will have to 
adjust to and rise up to. 


Expert Discusses Banking Evolution 
Beirut AL-IQTISAD WA AL-A'MAL in Arabic No 60, May 84 p 90 


[Text] Here is a conversation with Mr Faruq ‘Abd-al-Majid, delegated member 
of the Saudi Arab Bank: 


Question: How has the recession which has occurred in the Gulf's markets 
affected banks, and in what areas has this effect appeared? 


Answer: The banks have not been isolated from the effects of the regression 
which has afflicted the economies of the countries of the region, but these 
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effects have appeared essentially in small banks. The large ones have ma- 
naged to adapt to these newly emerging conditions, relying, in this, on 
their massive reserves and capital. 


There has no doubt been exaggerated talk about the negative repercussions of 
the process of the guidance of government spending in the kingdom on banking 
activity. The fact of the matter is that the effect has been of minor ex- 
tent, because first of all there has been no perceptible drop in the volume 
of spending and second because all the banks operating in the kingdom are 
large and strong and are not very rapidly affected by the changes that oc- 
cur. The best proof of that is that last year they realize< substantial 
profits. 


Guidance, in practice, has involved aspects of shifting economic activity 
toward new sectors such as light industry and agriculture, which enjoy great 
government support, permitting one to say that part of the repercussions of 
the state of recession were positive, since they helped bring attention to 
bear on these sectors. 


Question: Do you believe, however, that it is in the power of the banking 
sector to change its lending patterns in a manner which will be in keeping 
with the requirements of the sectors of industry and agriculture, especially 
now that the repercussions of the crisis of recession have become clearly 
apparent? 


Answer: There is no doubt that this transition process will take some time, 
so that an adjustment may be made to the requirements of the new stage, 
especially since the Saudi banking system has been concentrating its activi- 
ty for many years in the sectors of construction and trade, which are based 
on the imports of various types of goods and services from abroad, and this 
has resulted in expansion in specific banking activities, such as bond au- 
thorizations, letters of guaranty and so forth. These activities experienced 
a perceptible decline last year, and this of course was reflected in the 
banks' profits, which coincided with the banks' tendency to expand and es- 
tablish their presence by opening new branches or increasing spending on 
training programs and modernization of the systems used. Conversely, the 
expansion in the grant of loans and facilities to the sectors of agriculture 
and industry needs some time, especially since there are specialized banks 
and funds in the kingdom in this area, which makes the role of the commer- 
cial banks a complementary one and at the same time facilitates the process 
of adapting to their success with this role. 


Among the options which are open to the banking system to diversify its 
activity is participation in public sector projects, since the banks are 
currently, for example, participating in financing the requirements of the 
SABIC company, the Saudia Airlines Company and the oil refineries, which are 
feasible projects justifying medium- and long-range investment. 


Question: To what extent have the banks suffered from problems of liquidity 
in the context of these conditions? 


Answer: It is noteworthy that the majority of the Sauid banks have not faced 
liquidity problems. To the contrary, they have a surplus which is seeking 
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out appropriate areas for investment. The Saudi Monetary Authority, SAMA, is 
now making intensified attmepts to create channels and means to guarantee 
that short-term investment areas are created domestically for the banks, by 
having the banks make short term deposits with SAMA. 


In order to encourage small projects and installations, we, as an Arb bank, 
in the context of our assistance in this area, hav2 set out a lending and 
facilities program which will devote attention to lowering interest rates 
and not taking a severe position on demanding guarantees. We will make up 
for that by studying the feasibility of the projects, the reputation of the 
borrowers, and their contribution of a minimum of 50 percent of the capital 
of the projects. We might also offer accounting and management assistance to 
small investors through the branches. The value of the loans and facilities 
offered within this program came to about 150 million riyals in 1983, which 
is double the amount provided the previous year. 


Question: With the decline in foreign lending opportunities and the slug- 
gishness of local lending, where will Gulf banks turn in addressing then- 
selves to new investment areas? What change will occur in their policies and 
priorities in general? 


Answer: I believe that the Gulf banks are now going through a period of 
adjusting to a new stage of economic and banking activity. Perhaps industry, 
agriculture and services offered will be the main areas for local lending, 
while it appears that investment in the Arab countries will constitute one 
of the important focal points in these banks' activity, in addition to par- 
ticipation in public sector projects, especially industrial ones, which re- 
quire large amounts. 


Question: To what extent has the process of investment and lending in the 
Gulf been affected by the political developments in the region? 


Answer: The political developments have undoubtedly affected economic acti- 
vity in general in the Gulf area, but what has helped underline the effect 
has been the coincidence of these developments with the drop in oil revenues 
and the guidance of government spending. There is no doubt that that is one 
cause for anxiety, the observance of caution, and concern for political fac- 
tors. 


Question: Does that mean that anxiety and caution will assume the form of 
reluctance to enter into new investment projects, as far as investors go, 
and an abstention from loans and facilities, as far as banks go? 


Answer: Of course not. No, new projects are still being established with the 
same incentives as before, in the context of the private and government sec- 
tors, and the banks have not at all thought about reducing their lending 
activity. Indeed, to the contrary, we are trying to expand it by every 
means. 


Question: What effects have arisen from the establishment of the Council of 
Cooperation of Arab Gulf States, as far as Gulf banks go? 
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Answer: Cooperation among Gulf countries is necessary and has been excel- 
lent, and the establishment of the Cooperation Council will undoubtedly lead 
to the strengthening of economic integration among them and the creation of 
a new impetus for all activities. The banking system will not be far removed 
from these positive effects, and perhaps SABIC's offering of part of its 
shares for public subscription by the citizens of the Gulf countries is a 
practical example of this constructive cooperation. 


Kuwait Islamic Bank Developments 


Beirut AL-IQTISAD WA AL-A'MAL in Arabic No 60, May 84 p 92 


[Text] The Kuwaiti Financing Institution, a bank which operates in accord- 
ance with Islamic law, continued to realize high rates of growth in 1983, 
for the sixth successive year. This sanctifies the phenomenon of Islamic 
banks as a fait accompli and a means for preserving and investing money and 
distributing profits from money. 


In the foreword to the bank's latest annual report, the chairman of the 
board of directors, Mr Ahmad Bazi' al-Yasin, pointed out that the unfavor- 
able economic circumstances the country has been witnessing since 1982 (the 
collapse of the al-Manakh market and the decline in oil revenues) and the 
results that have accrued from that, which have had a negative effect on all 
local economic and financial activities, have required that further efforts 
be exerted, so that they can be transcended and one can proceed forward in 
implanting the pillars of Islamic banking and investment activity. 


The report, which dealt with the institution's activities in 1983, stated 
that the total general balance at the end of 1983 came to about 843.9 mill- 
ion dinars (1 dinar equals $3.40), that is, an increase of 39.6 percent over 
the level at the end of 1982. Total assets came to 799.14 million dinars, as 
compared with 568.77 million dinars in 1982, that is, an increase of 40.5 
percent. Total deposits came to 697.8 million dinars, an increase of 47.3 
percent. The number of accounts rose from 108,000 to 154,000. 


Revenues from the bank's various activities as a whole came to 42.08 million 
dinars, after deduction of expenses and allocations, which came to 5.3 mil- 
lion dinars, and net profit was set at 36.7 million. Profits were distri- 
buted among the various deposits as follows: 


1. Absolute ongoing investment deposit accounts, 7.5 [percent]. 

2. Absolute l-year investment deposit accounts, 6.6 percent. 

3. Absolute investment saving accounts, 5 percent. 

In spite of these unpropitious circumstances, the Financing Institution man- 
aged to maintain a reasonable level of activity of bond allocations and al- 
locations to resale with expectation of gain, with the objective of impor- 
ting various goods and commodities, in particular essential goods, which 


accounted for more than 80 percent. The volume of these activities came to 
more than 77 million dinars. In addition, the Financing Institution managed 
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to increase its commercial activity, especially in the context of commodity 
savings. Its sales of these came to 16 million dinars, that is, an increase 
of 49.3 percent over last year's operations. 


As regards its real estate investments (the bank does not make loans), the 
bank constructed a large number of buildings; it is now constructing 27 
buildings in various areas of Kuwait at a total cost of 7.9 million dinars. 
It has built a number of buildings belonging to its clients and has also 
continued work on the massive al-Thanayan complex, which occupied a total 
area of close to 145,000 square meters. The Financing Institution now has 
about 120 buildings, the returns from which came to 4 million dinars, that 
is, an increase of 33 percent. In addition, the Kuwaiti Financing Institu- 
tion is carrying out the tasks assigned to it of administering the real 
estate properties of some people dealing in the security market who have 
been brought [to trial]. 


The Financing Institution has pursued international investment activity, de- 
termining to expand the base of this activity and increasing the magnitude 
of its deposits in Islamic banks and financial institutions by 125 percent, 
since the total of such deposits came to about 5.4 million dinars, in compa- 
rison with 2.4 million dinars in 1982. In addition, it had foreign trade 
activities through the Islamic Development Bank and other organizations, 
with operations totalling 52 million dinars. 


The Financing Institution has participated in a number of Islamic financial 
organizations, the Islamic Bank of Bahrain (8.7 percent), the Bahrain Isla- 
mic Investment Company (Bahrain) (20 percent), the Sudanese Islamic Solida- 
rity Bank (5 percent) (which increased its permitted capital to $50 mil- 
lion), the Islamic International Bank (Luxembourg) (15 percent) (this raised 
its capital from $10 to $3U million), the International Islamic Audio-Visual 
Company (Cairo) (10 percent), the Faysal Islamic Bank (the Sudan), the Dacca 
Islamic Bank (Bangladesh) and the International Integrated Computer Systems 
Company, wholly owned by the Financing Institution. 


Finally, it is worth pointing out that stockholders’ equity, which accounts 

for the paid-up capital in addition to total reserves, came to 35.1 million 

dinars, and paid-up capital increased by 25 percent, that is, from 14.9 mil- 
lion dinars in 1982 to 18.7 million last year. The board of directors recon- 
mended that cash profits of 20 percent be distributed, at a rate of 200 fils 
per share. 


Kuwait Banker Describes Activities 


Beirut AL-IQTISAD WA AL-A'MAL in Arabic No 60, May 84 p 93 


[Text] In a conversation with AL-IQTISAD WAL-A'MAL, Mr Salah Fahd Marzuq, 
chairman of the board of directors and appointed member of the Kuwait Inter- 
national Investment Company and member of the board of directors of the 
Chamber of Commerce and Industry of Kuwait, expressed his belief that it is 
now incumbent on traditional Kuwaiti companies to prepare themselves for the 
stage after [the collapse in] the stock market, which represented a source 
of easy income for most local and Gulf companies of various major functions. 
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He said, "The Kuwait International Investment [Company] was a forerunner in 
this direction, beginning in early 1983, when our effort in this field star- 
ted to take two tacks. One is represented by the creation of stable, conti- 
nuous sources of income by expanding our current activity and creating new 
activities, exploiting the improvement in international economic circumstan- 
ces, especially the recent emergence of the American economy from the re- 
cession and the resumption of the expansion stage." 


He added, “Conversely, the OPEC countries continued to suffer from stagnant 
crude oil demand, while the third world's debts continued to represent a 
great problem, not just for the debtor countries but also for the interna- 
tional economic system as a whole." 


Al-Marzuq said, “Because of the improvement in international circumstances, 
we realized important results which are clearly apparent in a comparison of 
the balance figures for 1982 and 1983, since it realized a tangible increase 
in the areas of lending, direct investments and investment portfolios, in 
the form of foreign stocks and bonds of various currencies in numerous geo- 
graphic areas. The program we followed of avoiding the stock market helped 
in the attainment of these results; this proceeded in two directions, the 
second of which was reliance on scientific, professional methods of planning 
based on carefully studied expectations founded on sound logical analysis, 
with the provision of adequate flexibility to take maximum benefit of posi- 
tive features and limit negative features and reduce their effects." 


He stated that the system of planning through estimated budgets was used; 
this is founded basically on the determination of long-range and mediunm- 
Tange goals. 


He pointed out that in order to make this system a success it was necessary 
to continue step-by-step oversight of execution by using the performance 
measurement system, which prepares actual data on the performance of various 
activities and departments for management, by breaking that down into cen- 
ters of responsibility, combining revenues and expenditures on these centers 
and comparing actual results with planned results, determining the reasons 
for deviation end seeking to eliminate them in the future, if they are nega- 
tive, and support them if they are positive. 


He pointed out that the use of these methods, and their expansion, will not 
be easy and facile if one uses the old systems of reports, communications 
and evaluation. [He stated] "For this reason we have resorted to setting out 
bases for developing information and communications systems, so that these 
will be in keeping with the stage we have begun, since we hav? exchanged an 
earlier computer for another more advanced one which has been outfitted with 
two modern, more developed systems, one for investments and financial port- 
folios and the other for financial management and reports. A start was made 
on using them at the start of the current year.” 


Salah al-Marzuq asserted that these two systems would have a tangible effect 
in guiding the decisions of various managements. It would be possible to 
master anticipated expansions in the activities of all departments, and it 
would be in the power of every manager to get directly in contact with the 
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central information system in the company through the system of direct conm- 
munication. 


Concerning the results of performance in the organization, he said "The to- 
tal assets at the end of 1983 came to 211 million dinars, as compared with 
181.9 recorded at the end of 1982. 


“Regarding stockholders’ equity, that came to 51.9 million Kuwaiti dinars as 
compared with 51.8 million at the end of 1982, after deduction of proposed 
distributions to stockholders." 


As far as profits went, al-Marzuq said that net profits dropped from 8 mil- 
lion Kuwaiti dinars in 1982 to 2.5 million in 1983, as a resulté of economic 
and financial conditions. 


Investment Company Director's Views 


Beirut AL-IQTISAD WA AL-A'MAL in Arabic No 60, May 84 p 94 


[Text] The main cause of the al-Manakh market crisis was the corporations 
which were established in 1982 and had no option except to pursue the ap- 
proach of speculating. The solution is to merge them and change their goals, 
turning them into productive companies. This is the opinion of Mr Hamid al- 
Hadidi, director of the Arab Asian Investment Company (Kuwait). In the fol- 
lowing discussion, Mr al-Hadidi talked about the companies and investment 
trends in the Gulf countries. 


Question: As an investment company, how do you view the prices of Gulf 
stocks, after the al-Manakh maket crisis? Is there a possibility that they 
might improve? 


Answer: I believe that the prices of Gulf stocks are now at their normal 
level, which is governed by technical considerations, such as the profits 
realized, the companies’ cover, their activities, their assets, and so 
forth. The prices which prevailed in 1982 during the intense wave of trans- 
actions were abnormal in their rapid rise. The improvement in current prices 
will depend on the convergence of a number of factors, most important of 
which is the improvement in the performance of the Gulf companies them- 
selves. 


Question: What is your evaluation of the al-Manakh market crisis and its 
causes? 


Answer: There were a number of causes to the crisis, which it would be repe- 
titious to enumerate. Hoever, I would like to emphasize an extremely impor- 
tant point, which is the orientation of private capital in the period from 
1977 to 1982. Capital was intensively mobilized to establish investment com- 
panies, operating in particular in the real estate area, while the owners of 
capital ignored other areas, especially productive ones. By August 1982, 
there were more than 45 such companies in real estate and investment. I 
believe that I do not need proof when I say that the goal in establishing 
most of these companies was to intensify speculation only, and this 
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inflicted harm on everyone, including the companies themselves. It was wrong 
for such a large number of closed national Gulf companies to compete in a 
single sector, the real estate area. Therefore, these companies of necessity 
were faced with two options: in the case of most, to liquidate themselves, 
so that they would then amount to a number the real estate market could 
absorb, or for these companies to operate abroad. The result was that the 
companies determined on a third option, which was speculation, in the hope 
that they would collect massive profits; unfortunately, the acts of specula- 
tion then turned against them, and consequently against the properties, what 
happened happened, and real estate was the first victim. These companies 
still will have to function abroad, since that is a solution that is neces- 
sary. 


Question: Therefore you believe that the fault is with the companies 
themselves. 


Answer: I believe that the present circumstances make it mandatory that one 
devote attention to productive companies, whose activities by nature would 
help make up for the decline in oil revenues. Therefore, I consider it ne- 
cessary to change the charters of most of the companies which arose on the 
basis of speculation, such as the real estate companies and other investment 
companies which do not have productive purposes. It is also necessary to 
review the strategy of the companies in an ongoing manner, and form invest- 
ment committees at a responsible level to guide domestic funds in the proper 
direction and also work to diversify their investments geographically, with 
some of them being directed abroad. In order to be effective, it is possible 
to merge these companies into investment groups working to develop the coun- 
try, taking into account the diversification of investment areas and termi- 
nation of the recession. 


Question: How would you assess the investment situation now? 


Answer: Investments in 1984 will be directed to three main areas -- America, 
Europe and Southeast Asia, especially Japan. The reason is that these coun- 

tries are going through clearly defined economic and investment circumstan- 

ces about which there is no ambiguity. The other countries are fumbling with 
their problems in a way which frightens away capital and investments. 


Question: How has the war in the Gulf affected the investment climate? 


Answer: I believe that the main influential factor has been not the war in 
the Gulf but the local and international recession and the decline in oil 
revenues. The international recession has lowerad damand for oil and conse- 
quently revenues have dropped, and the drop in revenues has led to local 
recession, which has had a very severe effect on long-term investments. The 
effect of the Gulf war has been psychological, basically, and has caused 
some investors to lose confidence because of conditions, which have prompted 
them to look abroad. 





Question: How do you assess the economic situation in Kuwait in the light of 
the recession and the al-Manakh market crisis? 

















Answer: While the Gulf countries have suffered from recession and the ef- 
fects of the Gulf war, Kuwait, in addition to that, has suffered from the 
al-Manakh market crisis. Nonetheless, we can note that Kuwait's situation is 
better than those of other countries. Commercial activity is not less brisk 
than commercial activity in the Gulf countries, and this reflects the 
strength of the economy and the soundness of the measures the government is 
taking. 


Kuwait Real Estate Consortium 


Beirut AL-IQTISAD WA AL-A'MAL in Arabic No 60, May 84 p 95 


(Text ] The Kuwait Real Estate Investment Consortium realized important fi- 
gures last year, in spite of the delicate circumstances the international 
and Kuwaiti economies experienced. Total investments in the capital of sub- 
sidiary companies rose from 17.8 million Kuwaiti dinars in 1982 to about 
28.6 million in 1983. Total profits realized after deduction of expenditures 
came to about 816,000 Kuwaiti dinars. 


The consortium, in its 8-year history, has been distiiguished by the diver- 
sification of its investments and geographic expansion in the area of its 
activities, to the point where its activities have taken it from the Arab 
countries to America and Southwest Asia, and it is currently aspiring to 
invest in Europe. 


One of the consortium's most important achievements last year was its parti- 
cipation, with the Coast Development and Investment Company, in the market- 
ing of a participation of $65 million in an investment company established 
in the United States with capital of $407 million, the Lampere Brussels Con- 
pany. This company was established through the initiative of the Bruxelles 
Lampere group and the participation of a number of financial and industrial 
organizations in Europe and Canada, as well as Kuwaiti participation, in- 
cluding that of the Real Estate Consortiun. 


Existing Projects 


Last year witnessed the completion of a number of consortium projects in 
Morocco and Egypt. The construction of existing projects also continued on 
schedule and it is expected that these projects will be completed in accor- 
dance with the projected programs. The consortium is following up on con- 
struction through its branches to confirm that the goals that were set out 
have been achieved. It should be mentioned that the tourist projects the 
consortium has in Tunisia and Morocco managed to realize satisfactory re- 
sults although tourist activity in Tunisia and Morocco has been affected by 
international economic conditions. 


It is significant that the consortium has so far focused its activity on the 
areas of tourist activity and real estate in the Arab countries, but recent- 
ly has directed itself toward the sector of industry and has taken part in 
the establishment of numerous projects. It also extended its activity to the 
banking sector, since it participated in the establishment of a number of 
banks, to round out the activity in which it takes part. This investment 
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diversification has been accompanied by a geographic and sectoral diversity 
which is expected to help the group avoid uneven performance. 


Development from Within 


In another area, the consortium is continuing to develop its organizations, 
seeking greater competence in its activity and the people working in it. It 
is organizing training courses and providing employees, especially new ones, 
with opportunities to learn the most modern methods related to their activi- 
ty, including various activities of real estate investment and project eva- 
luation, followup and management. Furthermore, the consortium is trying to 
create appropriate job opportunities for Kuwaitis and cope further with its 
needs by attracting male and female graduates and working to prepare them to 
confront increasing responsibilities and challenges in the various areas of 
investment. 


The Consortium in Morocco and Tunisia 


The Kuwait Real Estate Investment Consortium represents the Kuwaiti party in 
the Moroccan-Kuwaiti Development Consortium which was established in 1976 
with capital of 225 million Moroccan dirhams (later raised to 315 million), 
with the goal of promoting interests common to the two countries. 


In Tunisia, the consortium's activity started with an agreement with the 
Tunisian government in 1976 to invest 30 million Tunisian dinars in the 
1977-81 5-year development plan. Following that, the group established a 
number of companies, then merged them into one firm named the Kuwaiti-Tuni- 
sian Development Consortiun. 


Egypt and Other Arab Countries 


The consortium's investments in Egypt were in real estate at the outset, 
then extended to the tourist sector. It participated in numerous projects 
and companies in the area of real estate and industrial investment. 


One of its most prominent contributions to other Arab countries was the con- 
tribution of another group of Kuwaiti bodies of about 41 percent of the 
Yemeni-Kuwaiti Real Estate Development Company's capital, which comes to 276 
million Yemeni riyals. 


In the Kingdom of Saudi Arabia, the consortium is contributing about 10 per- 
cent of the capital of the Saudi Hotel Services Company, which owns the al- 
Riyadh Palace Hotel. In Bahrain, it contributes about 25 percent of the ca- 
pital of the Real Estate Investment and Management Company (RIM). In Jordan, 
it has land on Mount Amman (17,000 square meters) and additional land in al- 
Fuhays (75,000 square meters). In Lebanon, it is participating in Lebanese- 
Kuwaiti activities in land overlooking the sea in the ‘Armun area (230,000 
square meters), and in Syria it is contributing 15 percent of the capital of 
the Syrian Arab Hotel and Tourist Activity Company, which owns the Ma'lula 
and al-Zabadani Hotels. 














The United States, Europe and Asia 


The establishment of the Lampere Brussels Company, and the consortium's par- 
ticipation in it, are considered among the most prominent projects, and one 
of those that are most indicative of the expansion cf the group's activities 
into the financial sector. The group has also given an impetus to the wheel 
of development and investment activities in two real estate projects on 
which work was begun previously. 


In Europe, the consortium is carrying out various investments and is study- 
ing the possibility of expanding them. In France, with some Kuwaiti parties, 
it has the Mediterranean Palace project in the city of Nice, and is current- 
ly studying plans to embark on the development of this project, which it is 
expected will contain a complex comprising a number of luxury apartments and 
high quality shops. In London, it is contributing 15 percent of the capital 
of the International Real Estate Investment Consortium, which has bought the 
rights to use the Churchill and Montcalm Hotels. It has shares ranging from 
4 to 8 percent in a number of joint banks operating in Britain. 


In Malaysia, the consortium is contributing about 32 percent of the capital 
of the Malaysian-Kuwaiti Investment Company, which comes to Malaysian $250 
million. 


In Singapore, the consortium has established a subsidiary company which it 
wholly owns, the Creek Singapore, with capital of Singapore $10 million; 
this carries out real estate investments and investment services. 


Problem of Production Surplus 


Beirut AL-IQTISAD WA AL-A'MAL in Arabic No 60, May 84 p 96 


[Text] Mr Ma'mun Hasan, director general of the Arab Investment Guarantee 
Organization, sees the first signs of a problem which is likely to become an 
Arab issue, the appearance of a surplus of industrial and agricultural pro- 
ducts in some Arab countries which in the past decade carried out intensi- 
fied development projects whose products have started to appear. Since the 
marketing process is no less important than the production process itself, 
"the organization intends to develop its activity also to include the cover- 
age and guarantee of commercial risks, alongside noncommercial risks, to 
cover and encourage Arab trade,” as he said in a conversation with AL-IQTI- 
SAD WAL-A'MAL. 


As to why this new type of service is provided, that is because Arab inves- 
tors have informed Arab economic circles on more than one occasion that po- 
litical, noncommercial risks are not the only ones present; indeed, there 
are other commercial risks to which one must address oneself in order to 
eliminate the obstacles to the flow of capital from one country to another. 


However, Mr Ma'mun Hasan also considered that the treatment of this problem 
should not be restricted to the Arab Investment Guarantee Organization, but 
that it must be the object of the attention of joint Arab organizations, 
bodies, institutions and companies, in their areas of specialization, since 
they are concerned with the subject of Arab trade. 
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In his discussion of the project, Mr Hasan Ma'mun indicated that there were 
other similar projects to diversify the organization's coverage. He des- 
cribed the new project and characterized it as an indispensable step for 
encouraging trade among Arab countries: "It insures Arab exporters against 
importers in the event they refrain from paying on time, and the organiza- 
tion pays in place of the importers on the exporters' behalf. Thus we will 
have guaranteed the movement of goods among Arab countries, having guaran- 
teed the movement of capital among them, in a manner which helps expand the 
market, the factories and the distribution of production, that is, the pro- 
vision of incentives for the growth of trade. 


"This tendency represents a quantum leap in the thinking and activity of the 
organization, which is trying to play a ncn-traditional role on the Arab 
stage at a time when it is developing its traditional role as an insurer of 
Arab investments against non-commercial risks, in a general political frame- 
work which has the goal of encouraging the investment of Arab capital in the 
Arab region." 


In this regard, Mr Ma'mun Hasan said, "The level cf distribution of the 
contracts and projects the institution has is good, and the map of the Arab 
countries hosting Arab investment has also been expanding in a manner which 
will allow us to distribute risks, so that we will not be putting all eggs 
in one basket." 


He also pointed out that the institution does not have anything to do with 
Arab investors’ approaches toward Arab countries; rather, it has introduced 
itself and the investment opportunities in the Arab countries, especially 
following the merger of all the Arab countries into the organization, most 
recent of which was Bahrain. The organization began insurance activities in 
Bahrain and Jibouti; specifically, the inclusion of all the Arab countries 
in the organization has helped spread about its operations. 


In Mr Ma*mun Hasan's view, the Arab countries have proved that they are "a 
paradise for capital.” So far, the organization has not received a single 
application for compensation from people who have insured their investments, 
even though about 10 years have elapsed since the organization started its 
activity. This is prvof that the Arabs respect their legislation and their 
promises toward Arab capital, and these results have encouraged us to estab- 
lish further insurance operations, since the governments respect the sancti- 
ty of capital. 


Mr Hasan said "It appears that the investors have felt that the instalments 
they have paid us are extremely high in view of the lack of non-commercial 
risk cases, principally nationalization, and they have asked that those be 
dropped. We in fact lowered the instalments by 10 percent and decided to 
return 25 percent of them to the people making contracts at the end of the 
term in the event there are no requests for compensation. However, the low- 
ering of instalments must not give the interpretation that we are not in 
pressing need of increased capital, which is a perennial matter. The current 
capital, which is 25 million Kuwaiti dinars, is by no means enough to cover 
operations of insurance against political risks. How would it be if the ge- 
neral assembly agreed to our covering some types of commercial risks? We 
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recommended that the member countries declare their commitment to add to the 
capital. Such a declaration, alone, would give us the ability to increase 
our operations to the extent that the commitment is increased. The reasons 
for the failure to increase the capital may be ascribed to the difficult 
circumstances the Arab countries are going through today, which put such a 
matter at a low level on the scale of priorities." 


Mr Hasan stressed "The organization insures only Arab funds invested in o- 
ther Arab countries, not the country of origin. However, we do guarantee 
companies registered in Arab countries whose owners belong to the countries 
in which these companies have established their projects. In this regard, 
also, investment of Arab capital in other Arab countries is promoted in an 
indirect fashion." 


Concerning the organization's morey, Mr Hasan said "That is currently being 
invested in deposits and bonds distributed among Arab banks. An appeal is 
being made for the organization to invest its money through direct invest- 
ment rather than investments which preserve their capital, and for some Arab 
investment companies to take part in projects which might be more feasible 
in terms of profitability than just retaining capital. However, this subject 
has constantly been at issue since the organization emerged, and has contin- 
ued to be just an idea which has not matured so that a decision could be 
taken with regard to it." 


Concerning the organization's capacity to absorb new commitments toward cer- 
tain Arab countries, he said "Some countries’ share is actually close to 
running out, and this underlines the need to support the organization's re- 
sources in order to increase the volume of its operations. However, one can 
refer to one of the two countries, either the one in which the project is 
established or the one exporting it, in order that the project may be in- 
sured by one of them or both together, on the side." 


He pointed out that three Arab countries have attracted the most projects, 
and their shares are close to running out. In addition, the current ceiling 
is the subject of an actuarial study. Raising the stipulated ceiling just 
for these three countries will be up to the ministerial council. 


Joint Banker Reviews Saudization 


Beirut AL-IQTISAD WA AL-A'MAL in Arabic No 60, May 84 p 99 


[Text] Question: How has the recession which has occurred in Gulf markets 
affected banks, and in what areas is this effect especially apparent? 


Answer [Muhammad 'Ali al-Rumadi, Director of the Saudi American Bank]: The 
current recession which Gulf area markets are witnessing has affected the 
traditional and modern sectors of the market, and the drop in government 
spending has led to a drop in the sector of government and private business. 
As a result of that, the recession has affected large companies and small 
shops alike. The sector most affected by this has been the contracting sec- 
tor, since few projects are now being awarded. 
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Question: The recession in the contracting sector has engendered problems of 
liquidity in extensive araas. How has this situation been reflected in the 
banks? 


Answer: The recession in the contracting aiid building sectors has been tan- 
gible, to a large extent, but that recessiun has not been of equal force in 
all areas of the kingdom. While construction development slowed down notice- 
ably in some towns, work is continuing in the two industrial cities in al- 
Jubayl and Yanbu’, and also in the rural ara@as. 


Question: What is the effect of the establishment of the Cooperation Council 
of Arab Gulf States on Gulf banks, now and in the future? 


Answer: The establishment of the Cooperation Council of Arab Gulf States has 
resulted in opening the door of cooperation in the banking sector wide. In 
the first place, the Gulf Investment Authority is carrying out activities 
aimed at the mutual benefit of all the member countries in the Cooperation 
Council of Gulf States, and in the second place the reduction of customs 
tariffs and facilitation and shift of labor will guarantee cooperation among 
council country banks in the areas of opening letters of credit, issuing 
guarantees and so forth. In addition, it will lead in the future to the 
emergence of sources to provide competent domestic bankers who will be able 
to work in these domestic organizations. 


Question: How do you evaluate the process of mechanization and the introduc- 
tion of computers into Gulf banks? What are your observations about the ex- 
periment? 


Answer: Mechanization in the Gulf banking sector has taken broad strides, to 
the degree that it is now in the power of some banks to learn about their 
accounts in other member countries of the council immediately. Electronic 
banking is another tool which is a requisite for the performance of effec- 
tive services. In any event, the success or lack of success of such opera- 
tions will depend on the manpower which is in charge of administering it. 
The countries of the Cooperation Council of Arab Gulf Countries still at the 
present time lack the necessary number of qualified technicians, and that is 
the obstacle. Aside from that, there is no problem as far as the quality of 
equipment or the technical level go. 


Question: Has the process of consolidating domestic expertise in the Gulf 
banking and financial organizations realized the desired results? What dif- 
ficulties is it facing? 


Answer: In order to build up a banking industry which is capable of growing, 
one must be patient, because many skills are needed to create bankers who 
have been properly refined. Bankers must be public relations men, techni- 
clans, operations experts, and men of wisdom in their evaluation of the 
risks to which credit operations and related matters are exposed. Great pro- 
gress has been achieved in the Gulf area and the local banking sector in 
creating such personnel. The Saudization program is continuing on all levels 
of banking sector development. However, as I pointed out, one must not sac- 
rifice the sound base of the banking sector in order to realize a rapid 
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Saudization program, or else the qualidty of service and the level of safety 
and security in the bank as far as deposits and investments go could be 
affected. 


Bank Director Discusses Recessicn 
Beirut AL-IQTISAD WA AL-A'MAL in Arabic No 60, May 84 , , 100 


[Text ] Question: How has the recession affected the banks? In what areas is 
this effect particularly apparent? 


Answer [Duj Nahawi, Director of the Paribas Bank, Abu Dhabi]: In every de- 
veloping country, a stage occurs in which one evaluates the projects that 
have been carried out, and their results. In my opinion, this is the approp- 
riate time to evaluate the feasibility of some development and other pro- 
jects in the state of the emirates, and in fact people in charge of planning 


and studying the structure of projects in the country have started such an 
evaluation process. 


As far as the effect of the recession on the banking sector goes, the de- 
cline in spending on projects has been reflected on merchants and conse- 
quently on local banks. For instance, the volume of the commerce in automo- 
biles has declined, as has the volume of the real estate trade, and there 
are no longer new projects in the possession of contractors, who are en- 
grossed in completing their old projects. 


In this regard, I would like to point out that management is the most impor- 
tant point to concentrate on, and banks which have dealt with sound manage- 
ment in private companies have not faced any problems. 


Question: It is well known that the construction and building sector has 
been the most affected by the contraction in revenues, spending activity and 
projects, and this gave birth to problems of liquidity in broad sectors of 
the market. How has this situation been reflected on the banks? 


Answer: There is no doubt that the proportion of large projects has declined 
perceptibly, because the government has started the stage of evaluation, as 
I have pointed out. 


However, no great effects from that have been apparent in the banks, espe- 
cially since the companies operating in projects since 1982 and 1983 are 
still finishing their work. However, the question which must be asked is, 
what will happen in 1984 if the situation continues as it is? One cannot of 
course answer the question by waiting for developments, but it is necessary 
to point to the presence of a tendency to establish coalition companies to 
cope with the current situation and support the private sector in the coun- 


try. 


With respect to the problem of liquidity, there has without a doubt been 
some delay in payment by government agencies, but the head of the govern- 
ment, Shaykh Zayid ibn Sultan Al Nuhayyan, has ordered that these problems 
be resolved by the payment of the deferred amounts to public sector compa- 
nies. 36 








Question: With the decline in oppportunities for foreign lending and the 
slowdown in local lending, how will Gulf banks create new investment areas 
and sources of new income? What change will occur in their policies and 
their priorities in general? 


Answer: In the past 4 years, we have witnessed the success of joint Arab 
organizations, such as the Gulf International Bank and the Arab Banking Cor- 
poration (ABC). These organizations participate in international activities. 
In order to cope with the banking situation, the central banks in the area 
have followed wise policies, by merging the banks. This is a step which will 
lead to the strengthening of capital and productive projects. 


Question: To what extent has investment and lending activity been affected 
by political developments in the Gulf? 


Answer: There is no doubt that the Iraqi-Iranian war, or the Gulf war as 
some media call it, has to some extent affected investment activity, al- 
though the Cooperation Council countries are the stablest in the world. How- 
ever, the war has not affected lending activity, as a result of the wise 
policies followed in the Gulf countries. 


Question: What is the effect of the establishment of the Cooperation Council 
on Gulf banks now and in the future? 


Answer: The establishment of the Cooperation Council was a constructive step 
which had the effect of creating great opportunities for cooperation in all 
areas. In my opinion, the establishment of the Gulf Cooperation Council will 
solidify the relationship among local banks in the countries of the araa. 


Question: How do you assess the process of mechanization and the introduc- 
tion of computers into Gulf banks? What are your observations on the experi- 
ment? 


Answer: The Gulf banks have taken advanced strides in the area of the mecha- 
nization of bank activity, and they are perhaps among the most advanced 
banks in the world in this area. We, in turn, will soon be introducing con- 
puters in order to keep abreast of this development. 


Question: Has the process of strengthening domestic experts in Gulf banking 
and financial institutions realized the desired results? What difficulties 
are they facing? 
Answer: The Central Bank in the state of the emirates is trying by every 
means to strengthen domestic capabilities by establishing training centers, 
but results have not yet been achieved at the level desired. 

Expert Rues Liquidity Crisis 


Beirut AL-IQTISAD WA AL-A'MAL in Arabic No 60, May 84 pp~ 100, 101 


[Text] Mr Arthur Difa', deputy general manager of Citibank in Dubai, asser- 
ted "The recession which has afflicted the markets was not severe enough to 
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affect banking activity to a vary large degree, especially in the case of 
banks which were established a long time ago, struck their foundations in 
the local and foreign market, and enjoy a broad investment base. In spite of 
the sluggishness of economic activity, we have a very large volume of work, 
as a result of the fiscal policies we have pursued. This does not conflict 
with the platform we have followed recently of reducing the number of wor- 
kers. That was an inevitable result because we are now concentrating on rai- 
sing the level of competence of individual employees, so that they can take 
the place of large numbers of employees. 


The change the recession has brought about in our policy can be summarized 
entirely as increased caution, the avoidance of risk, and emphasis on at- 
tracting depositors by improving and increasing the services we offer them 
by the use of all advanced technological systems. The result of that has 
been an increase in the volume of deposits here, in spite of the general 
shortage of liquidity in the markets, which is the problem the market as a 
whole is suffering fron. 


The fact is that the banks' remedy to this problem is being carried out 
inadequately, since each bank is trying to solva it by itself, while the 
optimum means to that end is through cooperation among all the banks. Other- 
wise, matters will get worse, and will drive the people borrowing from them 
to bankruptcy, especially since most big customers deal with just three or 
four banks. 


Concerning the effect of the Gulf war on the Gulf area, Mr Difa' said, "I 
believe that the political situation has had an effect on the other banks 
outside the area, such as the foreign banks which do not have a strong base 
here and have relied on governments in their operations. As far as the 
Iraqi-Iranian war goes, that has greatly affected the re-export trade which 
Dubai relies on. A large number of Arab exporters lost important markets 
here when exports to Iran were suspended, and I believe that it is difficult 
for them to make this loss up quickly. Lastly there area the most recent 
effects, those from the establishment of the Gulf Cooperation Council, which 
we have not felt so far, although we had hoped for a great deal from it." 


Mr ‘Adnan Muhammad, an executive manager in the bank, said "One of the most 
important elements in the success of any bank is attention to the mechaniza- 
tion process and the optimum use of computers, which has been the case with 
us. All branches are linked by a computer network, and we have special ser- 
vices which we offer to clients who can learn about their accounts in the 
most precise detail. We can very simply create contacts between clients and 
the main computer we have, in the event the necessary equipment is availa- 
ble, and we can give the client a special code by which he can get the in- 
formation he wants. In addition, the advanced mechanization system here 
makes it possible for someone with a deposit in Abu Dhabi to withdraw his 
deposit from Dubai; indeed he can withdraw what he wants without referring 
to the bank, by using his own equipment. 


"While computer use is one of the most important elements in the success of 
the bank, employment policy also has great significance. As far as we are 
concerned, we began 3 years ago to devote attention to employing Arabs. We 
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now have 25 percent of the workforce that is Arab, including 10 citizens, 
all of whom are at a high level of competence. We generally bring them in as 
competent Arab bankers working in Canada or the United States, and we aspire 
to add to them in the future." 


Banking in Emirates Reviewed 
Beirut AL-IQTISAD WA AL-A'MAL in Arabic No 60, May 84 pp 101 


[Text] Mc M. A. Nylan, executive director of the First Bank of the Gulf in 
‘Ajman, said "The recession had a minor effect on the banks of the Gulf up 
to the middle of last year. Since the economies of the countries of the area 
depend on a single source of income, oil, it was natural that the govern- 
ments concerned should reduce spending when oil exports declined, in volume 
and in terms of price. 


"The contracting sector was affected by this, and the competition in the 
market became so severe that the rates of profits the ccmpanies in this 
sector made declined. The crisis became more complex when the government 
delayed payment of the money due contractors, which caused a problem of li- 
quidity which the country had not experienced previously and caused paraly- 
sis in all the sectors with which the contracting sectors deal, first among 
them being the bank sector." 


He continued, “It is logical, on the basis of the foregoing, that local and 
foreign lending should decline. Therefore, the banks were active in the 
quest for alternate investments, depending on the extent of their deficit in 
liquidity. The rescheduling of debts in the third world, wars and political 
tensions have led to the creation of a climate of guardedness and wariness, 
which has currently made the banks view mergers as a solution to their prob- 
lems and a deterrence to dangers. There are other ways out of the problem of 
the drop in domestic and foreign lending, such as the attempts by some banks 
to perform direct investment activities, even if these are new activities 
they had not previously embarked on. 


“Perhaps the establishment of the Gulf Economic Cooperation Council has kin- 
dled hope in people's spirits. It is true that we have not yet felt a di- 
rect, tangible effect, but it is enough for it to be a means for creating a 
common market in the future. When that goal is realized, it might create 
broad, ambitious opportunities among banks to pursue their activity free 
from all the restrictions they face now when they try to extend their acti- 
vity beyond the borders of their countries." 


On the use of computers in banks, Mr Neylan said "Most banks in the area 
have now introduced computers as a basic element in carrying out their acti- 
vity, because there no longer is room to argue over the benefits and facili- 
ties they provide for banking activity. The few banks which have not intro- 
duced them most likely will not continue with manual work for long, because 
the nature of the extreme competition among the banks of the region will 
compel everyone to introduce them sooner or later. 
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“Here I would like to point out that the Gulf banks, in spite of their rela- 
tive newness, are considered very developed, even when compared with the 
banks of the long-standing developed countries. 


"One of the factors which has helped raise the level of performance of banks 
in the Gulf countries was that when they were first established they took 
recourse to Arab and foreign experts who had obtained experience in banks in 
the developed countries. However, the time has come to increase reliance on 
Arab experts and competent persons. Perhaps it is not logical that the nun- 
ber of citizens working in the banks of the emirates, for example, is res- 
tricted to 500 out of a total of 10,500 who are working locally. 


“The activity of the Emirate Bank Training Institute will help provide ef- 
fective indigenous experts for banks and raise the level of citizen bankers 
who are actually working with us, because the policy to which they turn in 
attracting them is restricted to offering special benefits and high sala- 
ries, and that is a policy that has not yet produced the desired result." 


Various Gulf Innovations Advanced 


Beirut AL-IQTISAD WA AL-A'MAL in Arabic No 60, May 84 pp 104, 105 


[Text] Question: How has the recession influenced Gulf banks, and in what 
areas does this influence stand out? 


Answer [Hasan Ibrahim Salim, Arab African Bank]: The economies of the Gulf 
countries have been affected by the international recession, which started 
in America in 1980 and moved on to embrance the industrial and developing 
countries. It was necessary that this recession be reflected on the econo- 
mies of the Gulf countries in the form of the decline in oil revenues, which 
led to a drop in government expenditures, then a reduction in the size of 
the official and semi-official employment system. These things led to a ge- 
neral reluctance to spend and invest, and consequently the recession, which 
struck in particular at the sectors of trade and contracting and construc- 
tion, was reflected, instead, on the bank sector. 


Question: How has the crisis in the contracting sector been reflected on the 
banking sector? 


Answer: Most contracting companies rely on the local market to supply them- 
selves with all building materials and other materials. Similarly, the local 
market relies to a large degree on this sector's activities, and when the 
projects declined in quantity and magnitude, the contracting sector was af- 
fected, the market was affected and a liquidity crisis arose among a number 
of merchants. In addition, when a large contractor is late in paying what he 
owes, when the merchants delay in paying what they owe, at that point the 
panks start either to give a longer period to pay these debts or reschedule 
them in a manner that is in keeping with the circumstances of the contrac- 
tor. 


Question: With the decline in foreign lending opportunities and the slug- 
gishness in local lending, how will Gulf banks manage to create new areas of 











investment and income sources? What change will occur in their policies and 
their priorities in general? 


Answer: Conditions are different from the way they were in the time of the 
boom. There is an obvious tendency to attain normal growth rates which could 
lead to positive results in the long term. The decline in oil incomes must 
not lead to anxiety, because if we look at the balance sheets of Gulf banks, 
or Arab banks in general, we will see that these banks are not without re- 
sources. Indeed, some of them have more resources than they can absorb, and 
their problem now is to create feasible, guaranteed investment opportunities 
rather than to provide resources. 


In the local area, there is a relative stagnation in economic activity. In 
the foreign area, there is a serious decline in foreign bank lending in view 
of its increased risks. Therefore, it is necessary to concentrate on crea- 
ting opportunities in the Arab world in general, for instance creating large 
industries with Arab financing, so that it will be possible for these indus- 
tries to meet the needs of the Arab markets in the first place and then set 
out and export and establish large agricultural projects to provide food and 
reduce the Arab countries’ need to import from foreign countries. These 
sorts of projects might not yield a rapid return the first years after their 
establishment, but over the long range they will be projects that will pro- 
vide a profitability greater than what the banks obtain from lending in the 
foreign market. 


Question: To what degree has the course of investment and lending in the 
Gulf been affected by the political developments in the Gulf area? 


Answer: The Iraqi-Iranian war which broke out 4 years ago has multiplied the 
effect of the recession in the area, especially since many of the countries 
in the area were linked to the two parties to the war by significant econo- 
mic relationships, in terms of imports, exports or production and financial 
investment projects. In addition, there are the security plans which have 
arisen from the war. All that has led to sluggishness in the investing and 
lending process. 


Question: What is the effect of the establishment of the Cooperation Council 
of Arab Gulf Countries on Gulf banks now and in the future? 


Answer: The Cooperation Council of the Gulf Countries has ambitions in eco- 
nomics, industry and petroleum. That is where its importance lies. The draft 
of a unified council country economic agreement has been approved, and this 
will be a nucleus for economic integration among the six mamber countries 
and for the comprehensive, real development of these countries. The agree- 
ment includes permission to import and export agricultural, livestock and 
industrial products among council countries, the unification of customs ta- 
riffs and the endorsement of freedom to own property, move about and trans- 
fer capital. It has also given special attention to development plans and 
petroleum and industry policy which have resulted from the birth of joint 
Gulf institutions [such as] the Gulf Investment Organization, with capital 
of $2.1 billion, and the tire company, with capital of $500 million. In the 
near future a giant joint Gulf bank may be established in which all the 
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Cooperation Council countries will take part, and in a subsequent stage it 
will be possible to work to create a single Gulf currency, establish a sin- 
gle central bank and reorganize the banking system and monetary institutions 
as the united Gulf market requires. 


Question: How do you assess the process of mechanization and the introduc- 
tion of computers into Gulf banks? What are your observations concerning the 
experience? 


Answer: Most banks in the Gulf use computers in their banking operations to 
increase speed and accuracy of performance in the transactions of clients 
and the banks’ financial centers themselves. The computer has now entered 
all areas of life, including banks. However, we are still at a relatively 
early stage, in comparison with the banks in the advanced countries, and I 
believe that although there are very powerful computers in most banks, they 
are still being used as calculators or printers; although accuracy, speed of 
computation and storage power are among the essential benefits of computers, 
we have not yet arrived at the use of computers as a tool to help make deci- 
sions. Therefore, computer use must not stop with the retention, storage and 
retrieval of data, but must extend to include the analysis and treatment of 
data by various scientific means in order to derive alternatives which will 
lead to the adoption of sound decisions. 


Question: Has the process of consolidating domestic expertise in Gulf 
financial and banking institutions realized the desired results? What diffi- 
culties is it facing? 


Answer: There is domestic expertise in many banks and financial institutions 
in the Gulf countries, but it is not available in sufficient quantity, and 
in addition some of these experts refrain from working in banks, preferring 
other government departments and organizations. 


In order to overcome this problem, the Bank Training Center has been founded 
in the state of the emirates; this will be in charge of training some domes- 
tic personnel and qualifying them to work in the banks, in leadership or 
other functional centers. It began its activity at the end of last year, and 
we expect that this institute will be able to graduate adequate domestic 
personnel to fill the various positions in the banks and other financial 
institutions. 


Bank Lending Preferences Reviewed 
Beirut AL-IQTISAD WA AL-A'MAL in Arabic No 60, May 84 pp 105, 106 


[Text] Mr 'Isa Shuman, director general of the Dubai Commercial Bank, talked 
about the recession, the pressure on liquidity which that has led to, and 
its effect on the cost of deposits in banks and the reduction of import 
activity, which has been reflected in the bank's activities and revenues. He 
stated, by way of explanation, "The state of general recession overall, and 
that in the Gulf in particular, has increased the fluctuations in currency 
axchange rates and has affected import and export activity and liquidity. 
These are all factors which have had a negative effect on the banks, since 
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the volume of commercial transactions has declined and lending risks have 
increased, although that has not prevented some banks, including ours, from 
realizing good results." 


Mr Ibrahim ‘Abdallah, the secretary of the board of the bank, said "The 
contracting sector has been the one most affected by the contraction in re- 
venues and the recession, specially since this sector has reached the satu- 
tation point, and indeed has gone beyond the country's actual needs. It was 
not expected that growth in the contracting field would continue at the same 
rate as before, even if an economic revival took place. The stagnation in 
the contracting sector was reflected on the banks, which had reaped large 
benefits from it, in addition to the effects of the problem of liquidity, 
which as its effects have emerged has aggravated the small size of the mar- 
ket and weakened its absorptive power.” 


Mr Shuman commented on that by saying "The increase in housing supply over 
demand, along with the government's suspension of bids on buildings, has put 
the contracting companies through a real crisis which was made more intense 
by a delay in the payment of money owed it, to the point where some contrac- 
tors declared bankruptcy or fled, while the rest were compelled in the heat 
of competition to lower their cost levels. The important thing is that the 
final outcome was a reduction in the volume of activity, most of which was 
carried out by bank financing, and whereas we had been issuing 500 bonds a 
year we are now issuing only 50 to 100; that is, they have declined five- 
fold, and this has greatly affected our balance sheets and our revenues. 


"In spite of the circumstances the Gulf banks are going through, the volume 
of foreign borrowing has not declined, since offers to participate in joint 
loans are received every day. A number of banks have started to prefer par- 
ticipation in domestic or Arab loans to international borrowing. We recently 
took part in a loan for the project of a pipeline from the Margham oil well 
to Jabal 'Ali. We also participated in laying the gas pipeline between the 
Sharjah fields and the other northern emirates." 


Mr Ibrahim ‘Abdallah considered "The only change in banking policy related 
to foreign borrowing has been greater caution and wariness in examining loan 
applications. It is important that we point out here that each bank has 
numerous areas for investing its money, including for example the new in- 
vestment opportunities that are appearing these days in the form of the cer- 
tificates of deposit the Central Bank will issue to restore part of the 
liquidity surplus which the banks are investing abroad." 


On the effect of political factors on the banking sector, he stated that the 
Gulf banks have been, and still are, affected by the Iraqi-Iranian war, and 
that they are being affected positively by the rapprochement among countries 
in the region following the establishment of the Gulf Cooperation Council, 
which will increase the interconnection and cooperation of the banks in the 
region, facilitating their work from the standpoint of procedures and their 
participation in joint loans to finance development in their countries, in 
addition to the coordination among financial and monetary authorities which 
that will lead to in the countries of the region. 














Mr ‘Isa Shuman stated that computers have greatly helped raise the level of 
performance and speed in carrying out transactions, and no successful bank 
has failed to use them. In some banks final tests are now underway on the 
use of the automatic payment systam outside regular hours, 


Mr Ibrahim ‘Abdallah added "The countries of the Gulf are to be considered 
the most open to modern technology in the world. The computer has become a 
means to which banks turn to increase their ability to compete locally and 
internationally in improving quality of performance and raising profit le- 
vels. We are always trying to offer our employees training courses in compu- 
ter use so that we can raise the caliber of the people working in the bank- 
ing sector. 


"This could perhaps lead us to talk about labor in local banks and the citi- 
zens' faint enthusiasm for bank work, and therefore the faltering nature of 
the attempts being made to Arabize and domesticate this sensitive sector. 
Recant statistics have shown that the proportion of citizens working in the 
banks of the emirates has not been more than 5 percent of the total employ- 
ees in the country's banks, who number more than 11,000. Perhaps the estab- 
lishment of the Bank Training Institute in Sharjah will help increase the 
citizens’ receptivity to bank work." 


Mr 'Isa Shuman added, "We are among the banks which greatly encourage the 
recruitment of domestic personnel. We have published advertisements request- 
ing citizens who have graduated to work with us, and have set out a special 
rating and attractive bonuses and salaries for them. We now have an axcel- 
lent elite of such students and are trying constantly to develop them by 
sending them on training courses. We hope that we will soon see an inte- 
grated staff of indigenous bankucs. Though that is difficult to achieve be- 
cause graduates prefer government, in view of the greater benefits it offers 
them, we are doing all we can and leaving the rest to increasing awareness 
among recent graduates." 


Banker Calls for Consolidation 
Beirut AL-IQTISAD WA AL-A'MAL in Arabic No 60, May 84 pp 106 


[Text] Mr 'Adil Qiblawi, the assistant general manager of the Bank of Amman 
Ltd, is one of those who say that the current stage is not one of stagnation 
but is one of a resumption of the earlier level of economic activity, in 
effect a logical reaction to the stage of boom which the rise in oil reve- 
nues created in 1973. The reason may be attributed to the continuation of 
the period of prosperity for about 10 years, until the basic building pro- 
jects absorbed these high revenues, when areas always existed for absorbing 
government spending. It was not expected that that would continue indefini- 
tely. 


[He said] "I assert that the country is not going through a stage of stagna- 
tion, but that this is a return to the previous normal standards. I believe 
that we must coexist with them and exert individual intellectual effort to 
diversify sources of income, thereby using the surpluses the oil exports 
provided in the past 10 years." 
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As far as the repercussions of the decline in incomes on the banks go, Mr 
Qiblawi said "There has been no crisis of liquidity in the general sense of 
the word. There are banks which have suffered from a liquidity shortage and 
what has happened is a maldistribution of liquid funds among banks. We, for 
example, are trying to overcome this problem by depositing what is surplus 
to our needs with other banks, which are suffering from a shortage in liqui- 
dity. The merger of banks can solv? the problem, on condition that it be a 
merger of a group of weak banks with strong ones; the merger of weak banks 
with other weak ones, which some people consider appropriate, will only give 
birth to a large weak bank, and that will make the problem more complex." 


Mr Qiblawi pointed out "The decline in local and foreign lending opportuni- 
ties has made the banks direct their investments toward other areas. From 
the practical standpoint, our study department has been forecasting what the 
domestic economy has been going through now for more than 2 years, after we 
were known for our basic emphasis on commwercial lending. Therefore, we 
started immediately to develop and improve the bank's administrative system 
so that it would be in keeping with our expectations. We established an 
investment department and bank consortium department and are now trying to 
make up for the deficit in local and foreign lending with what is called 
‘lending among banks’ or dealing in foreign currencies, or by dealing in 
such securities as certificates of deposit, stocks and bonds issued by fo- 
reign bodies, governments or companies which can be transacted on stock ex- 
changes. 


"As regards the effect of the war between Iraq and Iran, there is no doubt 
that that has had an effect, and that has become apparent from the drop in 
Dubai's transit trade revenues, although within the limits of no more than 
10 percent. However, the nature of the people of Dubai as merchants since 
ancient times has prompted them to turn to other markets in Africa basides 
the Iranian market, and proof of that is that the volume of exports the Bank 
of Amman Ltd financed in 1983 was greater than the corresponding figure for 
1982. 


"While the war as a basic factor has had an effect of only 10 percent, there 
is no doubt that there are other factors which have a positive influence, 
such as the establishment of the Gulf Cooperation Council, from which we 
expect great results in the financial and economic field and in terms of 
customs, tax systems and the transfer of persons and companies among the 
Gulf countries. In addition to this, the establishment of the council will 
increase the opportunities to create new areas for work for individuals, 
organizations and consequently the banks operating in the area. 


Among the factors which indicate that there will be a better level of bank- 
ing activity generally is the tendency of most banks to introduce modern 
technology. All in all, we in the Bank of Amman have good experience in this 
area; we have introduced the computer gradually, and its result has been the 
opposite of the claim often made, that mechanization replaces man. The nun- 
ber of our employees has increased from 1,200 to 1,600, and the scope of our 
dealings has increased through the increase in the number of branches." 
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In response to another question on the participation of domestic experts in 
banking activity, Mr ‘Adil Qiblawi said, “Unfortunately, the policy of 'do- 
mestication' of banking activity has not realized the results desired of it, 
for several reasons, one of the most important of which is the lack of feas- 
ibility of the training courses which are being held locally because of 
their short period or their remoteness from practical training, and second, 
because graduates prefer to work in the government, since it is higher in 
salary and lower in effort. 


"I believe that it is necessary to establish a faculty for banking sciences 
in which students will receive concentrated academic and practical studies 
so that the student will graduate from it with a grasp of the importance and 
feasibility of banking activity." 
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EGYPT 


SUEZ CANAL DEVELOPMENT, SHIP TRAFFIC REVIEWED 
Cairo AL-MUSAWWAR in Arabic No 3113, 8 Jun 84 pp 55-58 


[Interview with Eng Muhammad ‘Izzat ‘Adil, Canal Authority Executive 
Board chairman; date and place not specified] 


[Excerpt] [Question] In the 9 years that have passed since the reopening 
of the Suez Canal on 5 June 1975 and since the great October victory, many 
of the canal's features and capabilities have changed. We would like to 
know the most important of these changes and the change and development in 
the canal's capabilities. 


[Answer] In the past 9 years, the Suez Canal has changed as it had never 
changed since it was dug and until it was closed as a result of the 5 June 
1967 war. A very big change has occurred in the navigation route and in the 
experiences gained by the work team including the laborers, technicians, 
engineers and administrators. 


In 1975, the navigation route did not permit the passage of ships with a 
load capacity of more than 70,000 tons and with a draft of more than 38 feet. 


Upon reopening the canal, we began implementing a 5-year project to develop 
the canal, considered the biggest project ever to develop and enlarge the 
canal since it was dug. With the completion of the projects the navigation 
route'’s specifications and capabilities made a big leap which made up for 
the loss during the 8-year closure of the canal from 1967 to 1975. Writing 
about that period, some European papers said: 


"The Suez Canal is no longer fir for anything other than growing potatoes." 
The European press said this as a result of the great development undergone 
in shipbuilding and of the enlarged load capacities and measurements of ships 
through utilization of the constant technological progress in shipbuilding. 
The development was made on the assumption that the situation would not 
change insofar as the Suez Canal is concerned, i.e., on the assumption that 
it will continue to be idle and closed. This is why ships have been deisgned 
on the basis of operating along the route of the Cape of Good Hope, without 
the possibility of their passing through the Suez Canal being taken into 
consideration. 
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When it was reopened on 5 June 1975, the canal permitted the passage of cargo 
ships only and could not accommodate big ships, especially supertankers. This 
is why those big ships continued to take the route of the Cape of Good Hope. 


This was an issue of life or death for the canal and we had two options 
available to us: 


Either develop the canal to attract these huge tankers to pass through it, 
especially since the canal route is the shorter and less expensive, and thus 
preserve the canal revenues, or let these big ships continue to use the route 
of the Cape of Good Hope, keeping in mind that their hypothetical life span 
is 20 years. In this case, we had to accept the drop in the canal revenues 
as a result of the inability of these giant ships to cross the canal. 


It was decided to implement a canal development plan that would permit at the 
same time the passage of ships whose measurements allow them to pass through 
the canal. 


Our studies on the plan started while the canal was still closed and we kept 
in touch with developments in ship and tanker building. We were also aware 
of the contracts concluded between the shipbuilding yards and ship owners for 
the construction of new ships and tankers. 


We were receiving constantly the measurements of vessels under construction, 
whether cargo ships or oil tankers, from the biggest shipbuilding yards in 
Japan and the world. 


When the dimensions of this major change in the world fleet became obvious 
to us, we drew up the features of the project needed to develop the canal to 
enable it to keep up pace with this development. 


At that point, we became aware of the big cost of the project and decided 

to include British, French and Japanese international expert firms to make 
sure of the project's economic feasibility. The results came to confirm the 
feasibility of enlarging and deepening the canal so that it may be able to 
receive not only unloaded giant ships but also loaded gaint ships, with the 
project implemented in two stages instead of a single stage lasting 9 years. 
The first stage sought to enable the canal to accommodate unioaded tankers 
with a capacity that can be handled by the canal. The period for completing 
this stage was 5 years during the canal's additional revenues could be 
exploited to finance the second stage of development instead of letting the 
revenues remain unchanged throughout the ? years of the two development 
stages. 


In fact, the Authority's Board of Directors decided to implement the first 
development stage which sought to increase the permissable draft for passing 
ships from 38 feet to 53 feet. This means that the ship"s part that is sub- 
merged under water is 16.20 meters or nearly the height of a five-story 
building. For a ship with such a draft to pass, the depth of the canal water 
must be nearly 20 meters, which is the current depth of the canal water. 
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The project also increased the width of the canal to 160 meters. To achieve 
this, the Bar-Lev line and its fortified bunkers were blown up and the mine- 
fields laid by Israel along the eastern bank of the canal were removed. 


I must make an observation here. The plan to widen and deepen the canal was 
drawn up and implemented in such a way as not to hamper ship traffic in the 
canal. Dredgers worked day and night without obstructing navigation. This 
enabled the authority to utilize the dredgers to the maximum by operating 
them at full capacity. We achieved the lowest cost in the development 
processes. Our available equipment was utilized ideally and we entrusted 
Egyptian land reclamation companies to carry out the dryland excavation 
operations on the eastern side of the canal. Those companies utilized the 
old Russian equipment they had used in building the High Dam. We called that 
equipment the ''Vascon" fleet. 


After getting their dues in foreign currency from the Suez Canal Authority, 
these companies imported the latest equipment with which they are still 
operating in numerous parts of the republic. 


Other Egyptian firms built the lining to protect the sides of the canal, 
using for the purpose the equipment available to them. The Suez Canal 
Authority's dredgers have been taking part in the clearing operations. The 
authority has 14 dredgers that have been able to carry out 25 percent of the 
total clearing activities needed for the project. 


The first stage of the project was completed on 16 December 1980 and the size 
of the canal grew to nearly 2 and 1/3 its size in 1975. 


The canal became capable of accommodating the cargo ships of all the world 
fleets, including rollon-rolloff ships, container ships and giant oil tankers 
-- fully loaded tankers with a capacity of 150,000 tons, partially loaded 
tankers with a capacity of 250,000 tons and empty tankers with a capacity 

of 400,000 tons. 


The question that impose itself is: Why didn't we implement immediately 
the second stage of developing the canal which would permit the passage of 
fully loaded ships with a capacity of 250,000 tons? 


The answer is that in the wake of the constant increase in the price of Gulf 
oil, which rose from $2.4 [as published] per ton in 1973 to $29 this year, 
the world's oil consumption rate has dropped as a result of the world's more 
efficient and rationalized use of oil, of the active search for energy 
alternatives and resources and as a result of the tendency to import oil from 
other sources located west of the canal, such as Nigeria, the Gulf of Mexico, 
the North Sea and Alaska. This has caused Arab Gulf oil production to drop 
by one half in the period from 1973 to 1983. 


Consequently, the oil traffic movement has declined and the giant oil tankers 
are suffering from recession and will either be scrapped before the end of 
their hypothetical life span or will be turned into coal or cement freighters. 
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Therefore, there was no need for a rush in implementing the project to 
accommodate these giant tankers for which the demand is declining at present. 
However, the authority is prepared to implement it when the oil traffic 
movement picks up and when a balance between supply and demand in the tanker 
market develops. 


[Question] Does the ongoing destruction of oil tankers in the Arab Gulf as 
a result of the continued war between Iran and Iraq have a negative impact 
on oil traffic in the canal, and what is the extent of this impact? 


[Answer] The ongoing destruction of tankers in the Gulf as a result of the 
war between Iraq and Iran and the lack of security for these oil tankers has 
caused the value of insurance for these tankers to rise and has motivated some 
to refrain from going to this dangerous part of the world. All this has its 
serious consequences, and we should expect these consequences. 


The Gulf area is the most important oil area in the world. As a result of 
the current military conditions in the Gulf, the cost of oil transportation 
and the insurance premiums for ships passing through the Suez Canal or even 
ships using the Cape of Good Hope route have risen. To counter this, the 
Kingdom of Saudi Arabia is expected to increase its reliance on the pipeline 
carrying oil from the Arab Gulf to Yanbu" on the Red Sea, thus reducing the 
need of oil tankers to go load in the inflamed Arab Gulf. Consequently, 

a large part of this oil will be shipped via the Suez Canal. We expect the 
volume of oil pumped through this pipeline to be doubled because the pipeline 
currently is not operating at full capacity. When this pipeline reaches the 
point of operating at full capacity, this will be in the interest of the Suez 
Canal. But what is not in the interest of the canal is the continued war in 
the Gulf because it will cause the world to turn away partially from Gulf 

oil, considering that oil can be purchased in large part from countries 
located south of the canal, such as Algeria, Libya, the North Sea and Nigeria. 
The Suez Canal has begun to notice a slight drop in the traffic of oil tankers 
and freighters passing through it. There is no doubt that this drop is due 
to the deteriorating conditions in the Gulf. 


[Question] The issue of the currency in which we should collect the canal 
revenues has been raised. There is a proposal suggesting that it is better 
to collect these revenues in the Egyptian pound. Has this issue been 
settled? 


[Answer] This is an old issue. In the days of the nationalized company, 
payment was made in foreign currencies assessed agsinst gold. Since 
navigation was resumed on 5 June 1975, fees have been collected in units of 
the special drawing rights which consist of a basket containing the five 
strongest world currencies, namely the U.S. dollar, the Deutschmark, the 

pound sterling, the French franc and the Japanese yen. Collections in foreign 
currencies is made only after agreement with the Egyptian Ministry of 

Economy. 


It is well known that the canal's Executive Board sets the rate of the passage 
fees. But the determination on the currency with which the fees are collected 


50 











is agreed upon with the Ministry of Economy. Regarding this issue, I was 
summoned to attend a meeting of the People's Assembly's Economy Committee to 
discuss the proposal for collecting a part of the passage fees in Egyptian 
pounds. But the deputy submitting the proposal did not attend the meetings! 
The minister of economy attended that meeting. 


The opinon of the Suez Canal and of the Ministry of Economy, which is identical 
in every respect, is summed up in that our need for hard currency makes it 
better to collect the fees in hard currency. It is illogical to collect a 
part of the fees in Egyptian pounds and then convert these pounds into dollars 
because of Egypt's need for foreign currencies. 


[Question] The activity of the Suez Canal has not been confined just to the 
fact that it is a navigation route. The canal has also contributed to 
developing skilled work battalions with the highest level of capability and 
training. What are the dimensions of the canal's accomplishment in this 
regard? 


[Answer] There is no doubt that man is the fundamental and main element in 

the success of any project. Any successful economic project must be founded 

on good planning and on a right man to operate it. For example, since the 

day of nationalization, an excellent group of experts and university professors 
has contributed to managing the work at the canal. We have taken into our 
account the importance of man, not just at the higher leadership levels but 
also at the skilled middle levels and lower levels. This is why our experts 
set up the Canal Research Center for which a team of the most capable engineers 
in the various specializations and with the highest scientific qualifications 
has been chosen. 


Another example: We have a training center at the authority's shipbuilding 
yard in Port Said. The sons of the authority's workers enroll in this center 
for a 4-year study period after they acquire their preparatory school 
certificates and graduate as skilled workers specialized in activities needed 
by the canal and its facilities. We also have a telecommunications and 
electronics training center because this is a very vital specialization for 
navigation in the canal. We now have an institute for the training of tugboat 
[qatirat] captains and a center for training marine workers. 


We in the canal leave no sphere of work connected with naval activities which 
we do not explore. For example, we have two shipbuilding yards. The bigger 
one is in Port Said and the smaller in Port Tawfiq. The Port Said yard 
launched 2 weeks ago the freighter "Sidi Karir,'' which has a load capacity 

of 6,900 tons. The international expertise houses and shipbuilding yards 
have given this Egyptian production the certificate of excellence. The U.S. 
and Norwegian registration firms have certified that the ships built by the 
authority's shipbuilding yards and companies are of a high international 
standard. 


This is the canal's man who occupies the dearest place in the canal. The canal 


cares for him and offers him recreational, spiritual, educational and health 
care services of the highest standard as well as recreational trips. We have 
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a hospital that includes all medical specializations. 


People talk about the Egyptian man's success in managing the canal. Then 
let them know that successful managerial performance, constant followup 
to eliminate obstacles, defined responsibilities and the securing of 
resources are the elements of the success of the Egyptian management of 
the canal. 


Many Egyptians and others in the world do not know that the Suez Canal Authority 
penetrates with the capabilities of its sons spheres other than the sphere 
of navigation or ship passage. 


[Question] How? Give us an explanation. 


[Answer] We are responsible for supplying drinking water to all three canal 
cities. Operating and developing the pumping plants in the canal areas are 
our responsibility. Replacing and operating the water's networks and pipe- 
lines in the cities are among our duties, and so is beautifying the cities. 
These vast gardens which you see around Lake al-Timsah and in the city of 
Ismailia are the result of the Suez Canal Authority's efforts and are the 
authority's land, garden and flowers. 


These houses, thousands of them, have been build since the resumption of 
navigation to alleviate the housing burdens shouldered by the local governments. 
We have provided 60 percent of the houses occupied by the authority's workers 
in Suez, 50 percent of the houses occupied by the authority's workers in 
Ismailia and 40 percent of the workers' houses in Port Said area. At the end 
of this month, a contract will, God willing, be concluded between the 

authority and the Housing Bank to build 1,000 housing units for the authority's 
workers: 500 units in Port Said, 350 units in Ismailia and 150 units in 

Port Tawfiq. 


Do you know that all these houses are administrative houses? So what happens 
when the worker is retired and he had to evacuate his houses? Where will 

he go? We have secured for such workers houses for which the down payment 

is paid from the authority worker's end-of-service compensation, which is 
called the housing bonus. This advance payment is made to the Housing and 
Construction Bank and the worker then pays the installments from his salary 
over a period of 30 years. 


[Question] What else? 


[Answer] The authority has participated and continues to participate in 

any project beneficial to Egypt, the canal zone or the authority workers. We 
have participated so far in more than 30 investment projects, including service 
projects, national banks, food security projects and land reclamation and 
cultivation projects. Moreover, our seven maritime companies are bastions 

of the martime ‘industry in the canal zone. We have two companies in Ismailia, 
one in Suez and four in Port Said. These companies have participated in 
numerous port projects, such as al-'Arish, Sinai and Abu Qir port projects. 





These companies contribute to the national economy and have independent budgets. 
They have succeeded in producing fiberglass launches, floating cranes, dredgers 
and buoys to which to tie giant tankers loading from the SUMED pipeline. 
Al-Timsah Company produces and installs siphons necessary to pump drinking 
water under the canal from al-Qantarah Gharb [West] to al-Qantarah Sharq and 
then to Bi'r al-‘Abd and al-'Arish, God willing. The company also installs 
irrigation piping under the canal to carry water to the Sinai to irrigate 

30,000 feddans east of the Bitter Lakes. 


[Question] What about the project for the canal which Israel intends to dig 
for use for maritime shipping? Will it affect the Suez Canal? 


[Answer] This project will not affect the canal because it seeks to open a 
canal from the Mediterranean to the Dead Sea. 


[Question] You lived with the most difficult years of work in the Suez 
Canal Authority during the war of attrition. What are your unforgettable 
memories of that important period of the canal's history? 


[Answer] I wish this period, meaning the period from 5 June 1967 until the 
October 1973 war, could be erased from my memory. However, I will not forget 
the firmness, courage and steadfastness of the people. The fighting 

Egyptian soldier lived in his trench for nearly 7 years under the most 
difficult conditions to be endured by man. What does life in a trench through- 
out 7 years mean? I was an officer in the armed forces and I know how 
difficult were those circumstances. But there were images that encouraged 
the hope and underlined the resolution. An example is the ceaseless work 
under the downpour of concentrated fire in the drinking water plants, in the 
surgery rooms at the emergency hospital and in the telephone centrals. Many 
were the times in which we repaired the bridges on the Ismailia Canal under 
falling bombs so that its water may not flow to the canal, thus causing Port 
Said to lose its drinking water. Despite their hardness, these memories are 
bright landmarks in this great people's history. 


[Question] Will using the SUMED pipeline to transport 120 million tons of 
oil annually affect oil traffic in the canal? 


[Answer] The maximum capacity of the SUMED pipeline is 80 million tons 
annually at present. Consideration was given to increasing the pipeline's 
capacity by installing a number of additional pumps that raise this 

capacity to 120 million tons at a relatively low cost. But this project has 
been proven unfeasible for the time being. Generally, there is coordination 
between the Suez Canal Authority and the oil sector on future projects so 
that one may not undermine the other because our ultimate goal is Egypt's 
interest. 
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MOROCCO 


PARTIES SAID MOVING TOWARD COALITIONS PRIOR TO LEGISLATIVE ELECTIONS 
London AL-TADAMUN in Arabic No 60, 2 Jun 84 p 24 


[Article by Abu Bakr al-Siddiq al-Sharif: "Legislative Elections Knocking 
on Morocco's Doors; Parties Preparing for Elections with Behind-Curtain 
Coalitions" ] 


[Text] Rabat -- The Moroccans are preparing to start the countdown for the 
legislative elections for which they have been waiting for a long time and 
which have been postponed more than once because of their link with the 
implementation of the resolutions of the OAU's Nairobi summit which approved 
the holding of a referendum in the Sahara. But the holding of this 
referendum has faltered and is now almost impossible. 


Moreover, the political parties have, after a long absence, moved in the 
direction of their political bases with the purpose of getting in touch with 
the extremities of these bases and of urging them to prepare to shoulder 
their tasks and responsibilities. 


Observers in Rabat have noticed the absence of the vitality that is supposed 
to be present in such situations. The components for a comparison between 
the movement toward these elections and the similar movement polarized by 
the preparations for the municipal and village elections which were held 
last June are lacking. 


Some of these observers have attributed the present tepidity to the economic 
condition being experienced by the country and to its negative impact on 
Moroccan life. This has made it possible that holding the elections on the 
14th of next September, as scheduled, is not altogether beyond review and 
reconsideration. Another group of observers believes that the reasons 
dictating the previous postponements are still capable of imposing themselves 
by virtue of the developments sought within the African sphere on which 
Morocco wagers to end the Sahara dispute politically. 


But the way in which the Moroccan man-in-the-street has received the 
announcement setting the date of the forthcoming legislative elections has 


aimost blessed each of the two above-mentioned impressions. 


Deliberateness and thorough consideration are the prominent features of 
the attention devoted by the political parties to this matter through the 


54 











conferences of their national councils, the instructions of their central 
committees and their daily press which has confined itself in dealing with 
the matter to calmly reviewing the democratic values in their capacity as the 
chastity belt for the practices of the regime's philosophy. 


The vitality of the parties' lobbies turned red hot not a short time ago -- 

see AL-TADAMUN, No 28, 22 October 1983 -- but the success in uniting the 
parties through the makeup of the current Council of Ministers, which is led 

by Mohamed Karim Lamrani, was given bigger booster shots. The current 

cabinet is formed of the Istiqlal Party (moderate right), the Socialist Union 
of the Popular Forces (flexible left), the National Rally of Independents 
(flexible centrist), the National Democratic Party (centrist with indeterminate 
identity) and the Constitutional Union (identity not determined yet). This 
makeup, which has combined the most important political parties, has given 

the state administration a deep breather which has enabled the decision-making 
circles to project their options, with the guarantee of implementation, through 
means calculated on the basis of agreement and balance. This makes numerous 
circles believe that it is possibile to consider it this deep breather a main 
given fact in viewing Morocco after the legislative elections. 


Within this framework, it is reported that the bridges of bilateral 
rapprochement have begun to extend so that the qualitative success may 
include the other parties that have remained outside the circle because of 
the results of the municipal and village elections. This year's May Day 
celebrations underscored the noticeable rapprochement between the Con- 
stitutional Union Party, which is led by Maati Bouabid, and the 

Moroccan Labor Federation, which is led by the National Union of the Popular 
Forces headed by Abdellah Brahim. It is perhaps proper to note here that 
this party has continued to boycott the elections since 1977 on the grounds 
that they are elections with foregone conclusions. It was a skilfull stroke 
on the part of AL-BALAGH AL-MAGHRIBI when it discussed this rapprochement 
under the title of "A Catholic Marriage or a Temporary Marriage?" 


It is reiterated that the bridges of rapprochement have extended between 

the National Rally of Independents, led by Almed Osman, and the Democratic 
Popular Movement Party, whose failure in the municipal and village council 
elections has not diminished the fact of its presence in the political 

arena as the leader of one of the most important labor unions in the country. 
It is reiterated, moreover, that the program for rapprochement between these 
two parties includes coordinating the efforts in supporting the palace to 
overcome the current economic crisis and find a final solution to the 

Sahara dispute. 


The lobbies of the other parties have, according to circles close to these 
parties, dealt with other issues. As for as the Istiqlal Party, which 
observed a few days ago the 10th anniversary of the death of its founder, 
Allal al-Fasi, it is reported that one of its prominent leaders has resigned 
from the party from a European capital where he is being treated. The 
reports of this resignation have become seasonal, considering that they have 
been previously circulated by the media and denied by the party's official 
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agencies. Therefore, the renewed circulation of these reports is subject to 
all possibilities. 


As for the National Democratic Party, which is led by Arsalane El Jaidi who 
has accused, and this is no longer secret, the intellectuals of being the 
cause of the party's crisis, this party has relieved more than 10 of its 
leaders on the grounds of this charge, including Dr Jalal Said, the deputy 
representing Beni Mellal Province and the deputy speaker of the former 
Chamber of Deputies, and Adbedlkassimi, the deputy representing Sidi 

Kassim Province and the head of the party's parliamentary team in the former 
Chamber of Deputies. 


These, generally, are the intrinsic conditions of the Moroccan political 
parties which are preparing for the countdown toward the legislative 
elections which, it seems, will take place under unsuitable circumstances. 
As for the country's objective internal and external circumstances, they are 
focused on three points: 


The Sahara dispute, the economic crisis and the determination to continue 
following the democratic course. Most of these presume the possibility of 

a cabinet reshuffle. Insofar as the Sahara conflict is concerned, it has 
been officially announced that construction of the fourth part of the 
security belt to fortify the Saharan borders against the POLISARIO's 
infiltration has been completed. In January 1981, construction of the first 
part, located between the city of Semara and Jebala Ouarkziz, was completed. 
This was followed by the second phase, extending from the city of Semara to 
the Bu Craa area which is rich with phosphate, in addition to containing 

the Sahara's most important mines. The third part extended from Bu Craa 

to the city of Boujdour, which is located on the Atlantic coast. The fourth, 
and final, part extends from Zag and passes through Jdiria and the city of 
Hauoza to reach Semara from the other side. 


The security success achieved by Morocco has not been coupled with the 
achievement of Morocco's aspiration regarding the political security belt 
underlined by the resolutions on holding the Sahara referendum. The 
referendum has not taken place as scheduled and the hand of death kidnapped, 
with very disturbing timing, the late Guinean president Ahmed Sekou Toure. 
The developments in Guinea have brought to power a military authority whose 
main concern seems to be the concern of confronting the internal challenge. 
Besides, the cards of the next African summit, which is scheduled to be held 
in Conakry, the capital of Guinea, have been jumbled. Thus, Diarra Traore, 
Guinea's prime minister, announced during his recent visit to Morocco that 
his country has abandoned hosting the next African summit because of special 
difficulties and that it has been agreed that this summit will be held at the 
OAU headquarters, i.e., in Addis Ababa, the capital of Ethiopia. This means 
that Mengistu Haile Miriam's chairmanship of the OAU will continue for another 
year, despite the many doubts which the Moroccans have in connection with 

the Ethiopian president's position vis-a-vis the Sahara conflict. On this 
basis, this year will, in the assessment of Moroccan circles, be a stormy 
year, thus requiring active efforts in the African arena -- efforts which 








may perhaps lead to the announcement of a cabinet reshuffle with the ability 
to contain the expected events. 


Insofar as the second axis, namely the economic crisis, is concerned, the 
confidence in the dynamism of Mohamed Karim Lamrani persists, according to 

the various circles. However, the clamor emanating from the political parties 
has begun to reiterate the need for forming a cabinet of technocrats whose 
fundamental task is to seve the country's economy with the needed firmness. 

It seems that the possibility of a positive response to this clamor by the 
Moroccan decision-making circles will put a number of important ministerial 
portfolios in the basket of the National Rally of Independents and the 
Socialist Union of the Popular Forces by virtue of their proposals in this 
connection. Consequently, the rapprochement, tinged with amiability, 
characterizing the relations between these two parties, despite the difference 
in their ideologies, has given this possibility one of its main justifications. 
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TUNISIA 


FORMER INTERIOR MINISTER GUIGA INTERVIEWED ON ‘BREAD RIOTS' 
Paris LE MONDE in French 14 Jun 84 p 6 


[Report on interview with former Minister of Interior Driss Guiga by Paul Balta 
in London; date not specified] 


[Text] On Thursday 14 June, the High Court of Justice in 
Tunis will resume its investigation of the case in which 
Driss Guiga, former minister of interior, has been charged 
with high treason as a result of the “bread riots" at the 
start of this year. The first hearing, held on 7 June, was 
devoted exclusively to reading the bill of indictment (see 

LE MONDE, 9 June), and further proceedings were postponed 

for a week at the request of the attorneys for the only two 
defendants present (Ezzedrine Driss, former prefect of police, 
and Abdelhamid Skhiri, former director of the Criminal Inves- 
tigation Police). They are charged with complicity with Driss 
Guiga, now in London, who is being tried in absentia. In the 
interview below, Driss Guiga explains his actions during the 
riots. 


London--A large man with a massive build, sure of himself, 
exhibiting serenity, and elegantly dressed in a black jellaba 
with white borders, Driss Guiga received us in a stylish 
little apartment overlooking the Royal Hospital gardens not 
far from Flood Street, where Margaret Thatcher lived before 
she became prime minister. He is the guest, in the Arab tra- 
dition, of a Saudi friend, Sheikh Shamseddine El Fassi, 
founder of the World Council of Sufis (Moslem mystics), who 
has placed this apartment at his disposal. 





The former Tunisian minister of interior vigorously rejects 

the charge of high treason that has been made against him-- 
especially the accusation that he tried to use the "bread 
revolt" to replace Prime Minister Mohamed Mzali and become 
President Bourguiba's designated successor. He recalls that 

he left the country freely after first informing the chief 

of state, who had just told him: "I have nothing to reproach 
you for." His defense is skillful, and beyond the disagreement 
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between him and Mzali, his answers shed light on the Tunisian 
political game and its hidden side. 


Why is he not attending his own trial, since he claims to be 
innocent? The answer gushes out: “I insist on retaining my 
freedom and the freedom to defend myself. The way in which 
the investigating committee was set up, its makeup, its work- 
ing methods, and the supposedly confidential report that came 
out of it containing a whole set of unproven slanders prove 
that they want to exert pressure on public opinion and the 
courts to misrepresent the truth. I have no guarantee of the 
necessary safety. If, on the other hand--as I had suggested-- 
they had appointed an independent committee such as that of 
the Tunisian League for Human Rights, and if its debates had 
been public, I would certainly have been there. But I refuse 
to be looked on as the only defendant in an iniquitous trial." 


[Question] Why did you send an emissary to Mzali to suggest that he resign 
after the chief of state canceled the doubling of prices on bread and cereal 
products? 


[Answer] By canceling the price increase, the president was repudiating the 
government, especially after the prime minister had stated very vigorously on 
television that reconsideration of the price increase was out of the question. 
The president therefore felt that he was dealing with a poor doctor who had 
misdiagnosed the illness and applied the wrong remedy. I told Guedira, the 
emissary, what I had already said on the telephone to Mzali, two ministers, 
and Bourguiba, Jr.--that is, that out of a concern for credibility, the prime 
minister should, on behalf of the government, relinquish the powers that had 
been delegated to him. There was nothing to prevent the president from asking 
Mzali to form a new cabinet. That is also what I told the chief of state on 
Saturday 7 January in Mzali's presence. 


[Question] Then how do you explain the fact that he took the Ministry of In- 
terior away from you and gave it to Mzali, who has been kept on as prime min- 
ister? 


[Answer] Maybe it was because both of them are from Monastir and are cousins. 


[Question] Wasn't it rather because the president was in favor of doubling 
bread prices as far back as September 1983 and Mzali, respecting the presiden- 
tial system, faithfully carried out orders even though he opposed the price 
increase at first? 


[Answer] That is a basic question related directly to the mechanisms of power 
in Tunisia. During the summer of 1983, the prime minister discovered that the 
budget deficit was very serious--after making his minister of economy, Moalla, 
resign and saying that the country's economy was doing very well. As luck 
would have it, the mayor of Tunis said in the president's presence that bread 
was being wasted, as could be seen from the capital's garbage cans, and tele- 
vision did not fail to show this on several occasions. 


59 

















Mzali says--and it is true--that the prime minister must carry out the presi- 
dent's policy. But what he does not say is that he should also enlighten, in- 
form, and advise the president, especially when the president is not in suffi- 
ciently good health to look into the problem personally. Many of us told Mzali 
that it was up to him to enlighten the president on the economic and political 
aspects of higher bread prices. But he acted much more like a potential 
president--like an heir apparent--than like a team captain who carries out the 
responsibilities of power with its successes and defeats. And since I was 
fired, he has tried to turn an economic and political problem into a security 
problem. 


When we pointed out to Guiga that Mzali has complained of 

not being aware of the governors' reports concerning the 
popular discontent that would be caused by a sudden rise in 
prices, Guiga went back to an argument that he has used con- 
stantly (see LE MONDE, 16 May), emphasizing that the prime 
minister was in direct contact with the governors. He also 
explained that in the Council of Ministers, on the Central Com- 
mittee of the Destourian Socialist Party, and at a meeting with 
the governors, "he brushed off those trying to express reserva- 
tions." What is more, "twenty members of the government and 
the Political Bureau crisscrossed the country from 5 to 12 
December and must have noted the population's deepseated res- 
ervations." 


Loyal to Regime 


Guiga also recalled the many reasons for the inadequate num- 
ber of police during the riots, especially in Tunis on 3 Jan- 
uary. He said: "It was because I was aware of those inade- 
quate numbers that on the first day of the disturbances-- 

31 December--I asked Mzali to bring in the army to cover a 
maximum number of positions in the field." 


[Question] You are also accused of having taken the police officers’ weapons 
away from them. And the tear gas grenades reportedly were no longer usable. 


[Answer] The withdrawal of weapons was in line with the general instructions 

I had issued back in 1980. Those instructions call for putting military and 
collective weapons located in isolated stations in a secure place whenever the 
stations in question are threatened by mass movements that might seize them. 

As far as the grenades are concerned, I was not chief storekeeper for the pub- 
lic security brigade. I will also say that if those grenades were no longer 
usable, that only proves that during the 4 years that I was minister of interior, 
there was never any occasion to use them! 


[Question] Witnesses say they saw you making the victory sign during the 
demonstrations of joy that followed cancellation of the price rise--while 
demonstrators outside your window, with the police looking on indifferently 
or approvingly, were shouting: "Down with Mzali!" and "Yes, Driss, the people 
are with you!" What about that? 
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[Answer] I say that that last slogan was not being shouted. The shouting-- 
which I deplore--against the prime minister was also heard in the provinces. 
What could the police do? Fire on the crowd that was also--and especially-- 
shouting "Long live Bourguiba"? You are familiar with Tunis. You know that 
the windows in the office of the minister of interior are on the second floor 
and that they are fitted with smoked double panes of glass. How could anybody 
have seen me from outside? And supposing that I did make the victory sign, it 
would have been to salute the victory by the president, who had succeeded in 
turning the country's depression into popular rejoicing. 


[Question] You are also criticized for surrounding yourself at the ministry 
with incompetent people whose loyalty you purchased and with members of your 
family. And Skhiri, director general of the Criminal Investigation Police, is 
accused of corruption, racketeering, and trafficking in drugs. 


[Answer] All officials in the Ministry of Interior are appointed with the ap- 
proval of the prime minister. The last batch of appointments was kept in his 
office for review for 2 months. So I find it hard to understand how I could 
have appointed people who were in my pay. There were no members of my family 
either in my office or among the ministry's chief officials. On the other 
hand, since we are on the subject, I note that Guedira, who was then head of 
the National Guard (Gendarmerie) and the only one spared by the purge, is now 
secretary of state for interior and that he is in fact a member of Mzali's 
family. As far as Skhiri is concerned, he has been a police officer since 
1958 and has always occupied high offices, in particular as chief of security 
for the president. If he is proven guilty in matters of common law, that will 
have nothing to do with the ministry's policy. 


[Question] But you yourself are accused of approving in 1981--despite an un- 
favorable opinion by the commission--a $10-million contract financed by a Saudi 
grant to outfit the police with equipment manufactured by a Brazilian firm. 
That would imply that you received commissions on the deal. What about that? 


[Answer] I must say that I chose the firm in question because it sells its 
equipment in the United States, Europe, and the Arab world and because it was 
less expensive than other firms--notably French and Spanish--that had also 
submitted bids. All the preliminary and subsequent financial controls were 
exercised by the prime minister's departments, the Central Bank, the Ministry 
of Foreign Trade, and the General Treasury. At no time did the prime minister 
speak to me about any irregularity, and the files include a note in my hand- 
writing giving instructions to cancel the contract if the firm refused to ac- 
cept the technical changes called for by Tunisian experts in the National Guard. 


[Question] The rivalry between you and Mzali was well known. During the leg- 
islative elections of 1981, the prime minister presented himself as the man 
supporting an open political spectrum, dialogue, and the multiparty system. 
But the many invited reporters witnessed election rigging and obvious fraud 
that prevented opposition candidates from entering Parliament. Organization 
of the balloting was your responsibility, and the way it was handled could 
only affect Mzali's image, since he had wanted to play the democratic game. 
Some people have suspected you of mishandling it intentionally. What do you 
say? 
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[Answer] The prime minister, the government, and the Destourian Socialist 
Party's Political Bureau have accepted responsibility for everything that went 
on in the legislative elections. I am the only victim because I was not a 
candidate and because the opposition picked me as the scapegoat. And the 
opposition--which, it is true, is still inexperienced--committed blunders of 
its own that deserve to be talked about. Lastly, it is undeniable that the 
elections are part of an entire set of problems concerning which Tunisian 
politicians, including myself, will someday have to engage in self-criticism, 
if only to claim the right to make mistakes. 


Does Guiga have any plans for the future? For the moment, 
he is awaiting the outcome of his trial. Then, depending 
on the verdict, he will look for an occupation, while his 
wife, who is a painter and decorator, is considering a re- 
sumption of her activities. He would also like to submit 
a doctoral thesis. The topic? Probably "the theory and 
practice of authority in Tunis." Lastly, despite his mo- 
mentary troubles, he remains loyal to the regime. He says: 
"I cannot picture myself as an opponent of Bourguiba." 
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ISRAEL 


MUNICIPALITIES, REGIONAL COUNCILS INVEST ILLEGALLY 
Tel Aviv HA'ARETZ in Hebrew 15 May 84 p 6 
[Article: "Regional Councils Have Invested Illegally"] 


[Text] Based on an inquiry conducted by the State Comptroller, it appears 
that municipalities and regional councils have been investing illegally. 

Among other things, the municipalities were investing in stocks (especially 

in banks), in mutual funds, in negotiable certificates of deposit and in 
foreign currency. This was done against the law, which permits municipalities 
to invest only in fixed term deposits--short term investments--and in 
government bonds, investments for more than 6 months. 


Thus, for example, the municipality of Afula invested about 30 million shekels 
in March of 1983, 5 million in mutual funds and 8.2 million in stocks and 

bank options. Only after the Interior Ministry warned them was the money 
invested in dollar-linked investments instead. 


The municipality of Qiryat Shemona invested money designated for furthering 
education in the town in mutual funds. The State Comptroller pointed out 
that, in light of the growing inflation, the directives of the Interior 
Ministry to the regional councils concerning investments should be updated. 


The State Comptroller said that the municipalities and councils not only 
invested illegally but did it in an ineffecutal way. For example, the regional 
council of Nesher invested more than 3 million shekels on July 10, 1983 in 
certificates of deposit. The investigation of the Comptroller showed that 
until November of that year, an investment in a certificate of deposit yielded 
35 percent interest as compared to an unsecured note which, during that same 
period, yielded a better return of more than 55 percent. 


In the case of the majority of regional councils which invested money, some- 
times large sums, they did not have up to date information about their bank 

accounts, and they relied on the banks themselves for this information. In 

several cases, the councils gave orders to invest money, and their accounts 

were chargei accordingly, even when the needed sums were not available. At 

times, this led to overdrafts which overstepped the credit ceiling permitted 
by the bank and the Interior Ministry. 


In a few cases, the transfer of pay deductions from workers' salaries was de- 
layed, including deductions for income tax anc national defense and loan 
payments were not made on time even though the councils had money invested 

in banks at that time. 
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ISRAEL 


GOVERNMENT SUBSIDY OF ALFE MENASHE 
Tel Aviv HA'ARETZ in Hebrew 15 May 84 p 6 
[Article: "The Government Subsidized 'Alfe Menashe' With 283 Million Shekels"] 


[Text] The government subsidized the settlement of Alfe Menashe in Samaria 

to the tune of more than 283 million shekels. Alfe Menashe was established 

by a corporation of several of the biggest private contractors. In the 
original plan, the settlement was intended for the housing of regular army 
people. Of the 500 units designated in the plan, however, only 110 were sold 
to army people. The rest were sold to the public at large. These facts came 
out in a report presented by the State Comptroller concerning the Ministry 

of Housing. It turns out that, apart from the above subsidy, other costs were 
also borne by the government. The Comptroller indicated that the government's 
share of development costs was especially high. 


The State Comptroller points to irregularities in the wav the Housing Ministry 
accepted and fulfilled its obligations. He proposes establishing a committee 
to investigate supervision procedures, development costs and, especially, to 
look at whether excessive payments were made to contractors. If these payments 
were in fact excessive, the Comptroller calls for the return of the money. 


It also appears from the information presented by the Comptroller concerning 
the establishment of the settlement that economic calculations were not made, 
alt rnatives were not proposed, nor was a budget set to limit investments in 
the settlement based on its financial resources. In particular, the amount 
of subsidy that the government would contribute towards general development 
should have been determined. This turned out to be 283 million shekels. 


All the dealings surrounding the establishment of Alfe Menashe were, at best, 
riddled with irregularities and looseness concerning regular procedures. So 

it appears from the Comptroller's investigation. For example, certain principles 
were agreed upon by those establishing the settlement, but in the contract 
written up latter, substantial changes were made. According to the initial 
agreement, the company was to have paid for the development costs, and the 
Housing Ministry was to participate by paying 35 thousand shekels per housing 
unit. The contract, however, said that the Ministry would pay for general 
development costs. 
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ISRAEL 


GOVERNMENT FAILS TO CUT BACK DEFENSE BUDGET AS AGREED 
Tel Aviv MA'ARIV in Hebrew 15 May 84 p 22 
[Article: "Competition over the Development of the MAZLAT was Harmful"] 


[Text] The Finance Ministry and the budget department within the Defense 
Ministry did not carry through on a government decision to reduce the regular 
defense budget by 1.3 billion shekels. The money was intended to cover 
expenses for Operation Peace for Galilee. The government was not told that 
its order had not been carried out. This was one of the findings in the 
State Comptroller's report concerning the investigation within the defense 
establishment. 


The Comptroller notes that the government decided to provide a supplementary 
budget in 1982 for the Defense Ministry to cover expenses for Operation 

Peace for Galilee. The 11.7 billion shekels was generated by reducing 
ministry budgets by 3.7 billion, 1.3 billion of which was to come from the 
defense budget. Eight billion was to come from a supplementary budget. 

In the process of taking care of this matter, the Finance Ministry and the 
budget department in the Defense Ministry agreed that this reduction in the 
defense budget would not take place. The matter was not reported and, in 

the 1983 budget proposal presented to the Knesset in January 1983, it was noted 
that the government had cut about 5 billion shekels from the budgets of 
various ministries for the financing of war expenses. Meanwhile, there had 
actually been only 3.7 billion shekel cut. The investigation found no evidence 
to indicate that the government had been informed that its resolution had been 
ignored. 


In July 1982, the Finance Ministry decided to prepare a supplementary budget 
for defense to cover the costs of Operation Peace for Galilee. The supple- 
mentary budget was said to take into account the amount saved due to changes 
in the IDF involving canceling certain training maneuvers. The Comptroller 
found that the budget department of the Defense Ministry had presented 
estimates that were higher than the actual expenses incurred. The Comptroller 
said that legally those estimates, according to which budget needs are 
determined, must be accurate and solidly based. 


An extensive portion of the Comptroller's report is devoted to the competition 
between the two companies which manufacture the Ze'ir drone over the sale of 
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the MAZLAT to the [D®. The Comptroller indicated that because of shortcomings 
in the defense establishment, two systems were acquired instead of one. And 
because of the intense competition, the two companies lowered their prices 
outside Israel. This cost the country financially. 


In the beginning of December 1980, the director-general of the Defense 
Ministry determined that the two companies would compete for the development 
of the Ze'ir dron according to the operational requirements of the IDF and 
according to the determination made by the chief of general staff and by 

the assistant chief of general staff that the IDF equip itself with one 
unified system. The ministry began to get organized to choose ne arms 
system. The IDF's preparations and the competition between the two companies 
continued until March 1983. The competitive process and its outcome was 
fraught with struggles and differences of opinion within the department of 
the Defense Ministry set up to choose the MAZLAT system, between the companies 
themselves and between the companies and the Ministry. 


In March 1982 one of the companies complained to the director general of the 
Defense Ministry that the other company had sent an IDF officer outside the 
country as a means of influencing a foreign country to choose that company's 
MAZLAT system. The Defense Ministry looked into the matter and handed it over 
to the Judge Advocate General. The Comptroller said that by the end of the 
competition the Ministry had not decided which company had won, but the 
recommendations of the department reached the competing companies and the 
media. 


The branch in the Defense Ministry set up to select the MAZLAT system was 
made up of a representative of the acquisitions administration in the 
Defense Ministry who served as chairman, representatives from other branches 
of the establishment and representatives from the various IDF services. The 
Comptroller found that in the course of the competition, differences of 
opinion came out among the members of the staff of the competition and among 
the units of the defense establishment involved in the matter. The 
Comptroller said that it would have been appropriate to turn to more senior 
levels within the defense establishment to hear their opinions, but this was 
not done. 


The Comptroller emphasizes that the wording of the proposal for costs was not 
clear and was open to various interpretations. During the competition one 

of the companies received an important memorandum from the chairman of the 
committee about its proposal. This communication was not made known to the 
competing company. The major struggle within the staff was between the chair- 
man of the competition division and the chairman of the technical division. 
Each one presented the approach of the group which had sent him, and neither 
could view the competition apart from their current involvement in it. The 
Comptroller suggested that, in such a sensitive competition, people who are 
not tied so closely in their daily activities to the companies involved be 
selected. 


In the end, the IDF armed itself with both types of MAZLAT systems and 
strayed far from its original limited goal. 
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Bet Shemesh Motors 


The State Comptroller said that before the government took control of the Bet 
Shemesh Motors operation, the matter should have been examined at a higher 
government level through regular procedures of debate and resolutions with 
all the offices and parties involved. But this was not done. Instead, only 
the Israeli members of the board of directors of the company, whose point of 
view is naturally more limited, took part. 


Had all factors at the Bet Shemesh factory been taken into account, the 
Comptroller said, it is doubtful that the manufacture of the "Lavi" 
engine would have been given to "Bet Shemesh Motors." More likely, its 
manufacturer would have been turned over to other industrial plants and 
"Bet Shemesh Motors" would have produced only smaller engines. 


Another criticism relates to the commissioning of the manufacture of another 
system given to the "Alta" company by the defense department's unit for 
research and development (MAFAT) and by the acquisitions and production admin- 
istration in the Defense Ministry. The development and the preparations for 
producing this important system lasted a very long time and the costs of 
production quadrupled. Preparations for production began on time in June 1978, 
but they continued till March 1981, a year and a half longer than planned. 
This fact did not allow for decisions to be made on the basis of realistic 
data. Furthermore, fundamental problems of development became evident after 
production had already begun. Also, time was lost and, therefore, production 
was begun before development was completed. In the end, when the system was 
put into effect in the early stages of Operation Peace for Galilee, it was 

not very effective because its operational flexibility had not been determined 
nor were its capabilities widely understood. There were also deficiencies 

in organizing procedures for maintenance. 


The Comptroller goes on to point out problems in several areas relating to 
administration: 

l- The Defense Ministry's delegation in New York--the Comptroller recommends 
reviewing the structural organization of the delegation because of its size 
and the administrative costs involved in maintaining it: 

2- Choice of emissaries for the purchasing delegation in the United States-- 
the Comptroller found that the Defense Ministry had not responded to requests 
from the U.S. delegation and from the Air Force command to send highly skilled 
representatives. Moreover, the skills required of the candidates were less 
than the norms approved; 

3- Treatment of disabled veterans by the rehabilitation unit in the Defense 
Ministry--the Comptroller found delays in the reduction of the rights of 
those with mild disabilities. There have been delays in other areas as well 
such ag identifying certain armed service related diseases, changes in the 
criteria for the approval of medical transport and so forth. 
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ISRAEL 


BRIDE KIDNAPPING REPORTED AMONG GEORGIAN COMMUNITY 
Tel Aviv HA'ARETZ in Hebrew 13 May 84 p 12 
[Article by Nurit Kahane: "Bride Kidnapping in Israel"] 


[Text] This is far from being a cultural curiosity: A young girl in Israel 
in the year 1984, usually a schoolgirl, is kidnapped in broad daylight in the 
street or on the way to the store by a man. Within a few brief moments, the 
direction of her life is changed completely. From someone preparing herself 
for a progressive path in life, she becomes a women laden with heavy tradi- 
tional responsibilities. Her plans in life, whether for education or employ- 
ment, are now in the hands of one man alone--the man who kidnapped her. How 
are brides kidnapped in Israel? Is it done willingly? And when? 


Maya Gevah of the University of Haifa studied this phenomenon of bride kid- 
napping with the Georgian community as part of her Master's thesis on the 
subject of the choice of marital partners. This phenomenon of kidnapping is 
unique at present to the Georgian community, but in the past it was known 
among other communities. It is mentioned in the Bible and the Talmud among 
the Jews of Turkey and Kurdistan. 


Bride kidnapping is an old custom connected by researchers with societies in 
which baby girls were killed because the society could not afford to support 
and raise them. As a result, women became scarce, and the kidnappings were 
an accepted means of securing them. 


There is no data on the extent of this phenomenon because no records have been 
kept in Israel or elsewhere. The approach to its study is difficult because 
written material from the past is not available. And the members of the 
Georgian community keep quiet about the phenomenon out of fear of how Israeli 
society will view them. One community leader who was interviewed for the 
research project almost denied that bride kidnapping existed at all. 


A Boy Wants A Girl 


"Let's say a boy wants a girl, and she is not responsive for a year. Then 
one day, she is going to the bathhouse with a relative or friend. As she is 
walking, a car stops and the boy is in it. He starts to talk to her, then 
pulls out a knife, threatens her and abducts her. Usually, a friend or 





acquaintance of the kidnapped gir! cooperates with the kidnapper and sets up 
the place outside the home where this meeting can take place." This is a 
description of a kidnapping. In order to clarify this phenomenon, Maya Gevah 
spelis out the priorities for marriage in the Georgian community. The first 
item is that the girl be a virgin. All other characteristics are in the realm 
of the desirable rather than the necessary. They include beauty, housekeeping 
skills, adherence to traditional values. With the boys, it is important that 
they not be heavy drinkers or gamblers. Agreement on the part of the boy to 
the marriage is important. He is always asked his opinion and would not be 
married against his wishes. The situation is reversed for the girl in some 
communities. (The researcher emphasizes that you cannot generalize about the 
whole community.) 


There are several different kinds of bride kidnappings. One kind is for the 
purpose of rape, and these kidnappings usually end up in marriage. The family 
pressures the girl to marry the man who rapes her. Members of the community 
in Israel argue that this custom is more widespread among the non-Jews in 
Georgia. Another kind of kidnapping takes place when the man wants a girl 

who is betrothed to her cousin. He abducts her and then she has to marry him. 
Another kind is kidnapping to rebel against the parents and also staged 
kidnapping. If a couple decides to marry and the parents object, they stage 
an abduction in public so that there will be witnesses. After the girl is 
kidnapped, she is hidden by the parents of the groom or by one of his family. 


The saying: "A girl of 13 is either under her husband or under a rock" captures 
the situation among many Jewish communities in Georgia until the '60s. Girls 
would be betrothed between the ages of 12 and 14. About 20 years before the 
community migrated to Israel in the '70s, the age at marriage rose as a result 
of urbanization and increased enlightenment among women. The most amazing 

piece of information in Maya Gevah's research is the fact that the progressive 
trend for Georgian women has stopped in Israel. The age at marriage, which 

had already been on the rise in Georgia, dropped. And there are more kidnap- 
pings in Israel than in Georgia. 


The researchers say that rituals of rebellion, of which bride kidnapping is 

an example, can only take place where the social system is established, stable 
and even sacred. They are carried out in a manner that strengthens the social 
order. Why is the girl who is seized passive or in silent agreement? Because 
the women in the Georgian community does not have self-determination. If she 
takes sides in the matter of the kidnapping, she will have no way of reconciling 
with her parents -fterwards. Maya Gevah says that the society deals only with 
the man, not the women. Shifting the conflict outside the family by means 

of the kidnapping, and the fact that the rebel is a man, makes reconciliation 
possible later. 


Another reason for the passive agreement on the part of the kidnapped girl 

in some cases is her total economic dependence on her family. The dowry which 
is set up for her at home as an economic base is within the realm of basic 
necessities for her. Young Georgian mothers show guests items that they have 
acquired as dowry for their 5-8 year-old daughters. This is another reason 
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for the lack of rebelliousness on the part of the girl. The toughening of 
the stance towards Georgian women and the lowering of the age at marriage 
came in reaction to the permissiveness in Israel, not only in the realm of 
marriage. Contact with secular society in Israel has brought about a 
serious crisis for Georgians. The members of their community had hoped for 
a religious state. The kidnapping, therefore, represents a kind of 
rebellion towards the previous generation. The question is whether the 
kidnapping of Georgian brides heralds a conflict between the generations 
which extends to other areas as well. Maya Gevah argues that, for the sake 
of leading a modern life, bride kidnapping is a kind of agent, a mechanism 
for bringing about change. 


For this very reason, MK Me'ir Cohen of Likud, has proposed that the age at 
marriage be lowered in Israel from 17 to 16. He hopes to reduce bride kid- 
nappings in this way. He hopes that the law will be accepted even before the 
end of this session of the Knesset. "I am not forcing girls to marry at the 
age of 16. But isn't it better for 16 year-old girls to get married instead 
of going from one bed to another or being kidnapped?" 


Going beyond the words of the politician, Me'ir Cohen, and the intellectual 
approach of the researcher to the phenomenon of bride kidnapping, it shculd 

be remembered that kidnapping is a basic violation of human rights and exposes 
young girls to ignorance, arbitrariness and violence. It is a phenomenon which 
should not be dismissed as a "tribal custom." 


9348 
CSO: 4423/53 
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ISRAEL 


BRIEFS 


'STAR 26' OIL PRODUCTION--The DELEK company and the other partners of the "Star 
26" drilling station in the Heletz region have decided to begin regular oil 
production at the drilling station. They plan to carry out further drilling 

to get to a new level at this station where signs of oil have been spotted. 

The main partners at the drilling station decided to begin regular oil produc- 
tion at a depth of about 1600 meters. The "Delek Oil Exploration" company 

sent notice yesterday to the Securities Exchange in Tel Aviv confirming the 
data published in MA'ARIV concerning regular production of 100 barrels of oil 
per day, 10 percent of which is water. This was done after they were convinced 
of the existence of a market. All the partners agreed not to delay production 
by inspecting the other promising level. This level is about 1300 meters and 
will be reached by means of another drilling. The director general of the 
"Delek Oil Exploration" company, Avino'am Finkelman, said that the oil will 
almost certainly be transferred to refineries via a pipeline which is in the 
Heletz area. The partners have not yet worked out an agreement with the energy 
office about the price of oil, but based on current prices, the well is likely 
to produce oil in quantities worth about a million dollars a year. Deduct 

12.5 percent for government royalties and for expenses before the profits can 


be divided. Drilling partners include: '"Delek Oil Exploration"--22 percent, 
"Delek"--7 percent, "Lapidot"--20 percent, "Nafta"--10 percent, "Y.0O.E.L."-- 
12 percent, "Yashramko"'--6 percent, "King David 0il and Gas''--5 percent, 


"Sismika"--5 percent, "General Oil and Gas"--10 percent. [Text] [Tel Aviv 
MA'ARIV in Hebrew 14 May 84 p 5] 9348 
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KUWAIT 


SEMINAR DISCUSSES FOREIGN LABOR PROBLEM 
Kuwait AL-TALI'AH in Arabic No 845, 6 Jun 84 pp 23-24 


[Article: "Negative Effects of Foreign Labor; Objective Approach Is 
Needed Before It Is Too Late"] 


[Text] The second seminar of the season of the Economy and Political Sciences 
League was held on Sunday, 27 May 1984, at the cafeteria of the School of 
Commerce under the title of the "Negative Effects of Foreign Labor." Dr 
"Abd-al-Rasul Musa, Dr Basim Sarhan and Dr ‘Abd-al-Malik al-Tamimi addressed 
the seminar. 


Regarding the economic effects, Dr 'Abd-al-Rasul Musa said that the Gulf states, 
including Kuwait, live under a unique situation insofar as the illogical 
population structure is concerned. The projection of very ambitious development 
plans attracted a large number of Asian workers who now exceed the number of 

the native citizens of the area which is characterized by a small population 
and a low level of education and experience. 


The lecturer added that lack of the elements of social harmony, embodied in 
religion, language, education and culture, will certainly create numerous 
problems, especially since such a small society as Kuwait cannot withstand 

a large number of nationalities, excluding the Arab leader which will not have 
negative effects due to the social proximity of the Arab nation's peoples. 


Dr 'Abd-al-Rasul further added that the big leap in oil prices led to the 
adoption of bridge and expressway projects which required the importation of 
foreign labor and the encouragement of foreign immigration to these countries. 
We are entitled to pause here to discuss the feasibility and importance of 
these projects. The developed part of Kuwait, small as it is, does not exceed 
9 percent of the country's total area. Economic activities are centered in 

no less than 80 percent of the developed area. It would have been more 
beneficial to redistribute these activities geographically so as to reduce 

the need to build roads and bridges which are usually constructed to link areas 
separated by natural barriers or to link economic projects far from each 
other. 
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Asian Labor 


Dr 'Abd-al-Rasul said that Asian labor grew steadily, amounting according to 
the 1983 statistics to 60 percent of the immigrant labor force in comparison 


to the 40 percent made up of Arab labor. Fereign labor is concentrated gen- 


erally in private sector activities. He then listéu the followi 
foreign labor: u owing drawbacks of 


1. This labor comes in for a short time, which is incompatible with the 
permanent maintenance required by the projects being built. 


2. Differences of language obstruct the transfer of technical experience. 


3. Foreign labor is an element in the ejection of Arab labor because of the 
foreign laborer's cheap wages. 


In his address, Dr Basim Sarhan dealt with the social consequences of foreign 
labor, saying that they are negative consequences and are the most dangerous 
in the long run. He held the private sector responsible for this danger be- 
cause of its reliance on foreign labor for its cheap wages in comparison to 
Arab labor. Dr Sarhan added that this does not justify the exorbitant social 
cost which will be paid sooner or later, saying that it will then be useless 
to talk of economic surpluses. Dr Sarhan went on to add that it is likely 
that Arab labor spends a part of its wages in the country, in addition to 
being more capable than the foreign labor. But this employment of Arab labor 
is not permitted by the private companies which are determined to give pref- 
erence to the foreign worker because of his low wages and which give no 
consideration to the national issue. If the foreign worker's wages are one 
half the similar Arab worker's wages, then the private sector will, in accord- 
ance with its narrow viewpoint, insist on employing the foreign worker. 
Consequently, the statement that foreign labor is temporary labor becomes 

a pure myth. 


Dr Sarhan defined the social effects of foreign labor as the following: 


1. In the long run, this labor will not be content with the cash wages but 
will demand social rights, especially when economic crises occur and in- 
evitably have an impact on the countries from which these workers come. This 
situation may develop into a social conflict whose consequences are un- 
fathomable, not to mention the creation of a society with a dual culture. 


2. The continued drop in the wages of the Asian groups will lead in the long 
run to social tension with boundless consequences, such as demands for social 
rights, including union rights. 


Political Effects 


Dr 'Abd-al-Malik al-Tamimi dealt with the political aspects and causes of 
the issue, saying that they are embodied in several elements: 
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First, the objectives of British imperialism are embodied in weakening the 
area's peoples through different means, including the means of unsettling 
the area's population structure. The Western media have been persistently 
claiming that Arab labor is the more dangerous because its presence in the 


area will contribute to developing the citizen's political beliefs and 
tendencies. 


Second, the spread of the religious tide with the onset of the 1970's and this 
tide's adoption of the issue of sympathy for Muslim labor has encouraged 
pushing large numbers of foreign workers to the area's countries. 


Third, the economic development experienced by the area since the 1970's has 
led to the implementation of large projects which local labor cannot trend. 


Fourth, the poor economic conditions of the Asian countries close to the area 
have pushed the citizens of these countries to the Gulf in search pf a 
livelihood. 


Fifth, the private companies have played the major role in bringing in foreign 
labor, giving it preference over Arab labor without any consideration for the 
national interest. We should also not forget the role of the multinational 
companies which have political objectives behind diverting the workers of 
certain countries to the Gulf states, thus affecting the economies of the 
states tied to these companies. We must also remember that the remittances 
of the Pakistani workers employed in the Gulf states to Pakistan amounted 

in 1980 to 7 percent of the collective national product of the Gulf states. 


The lecturer went on to discuss the political consequences, saying: The 
balance of international forces may motivate some of these forces to exploit 
the internal situation in their interest by using the foreign human presence 
which forms in its present condition a good aid for such a scheme. The birth 
of generations of these foreigners and their continued presence in the Gulf 
states for long periods of time will leave us with only two possibilities: 


First, sectarian conflict and, second, political movements voicing their 
demands and aspirations. 


The second possibility will open the door for the governments and countries 
of these communities to extend their support to the communities. 


Dr al-Tamimi discussed the statement that reducing the political, social and 
economic rights of foreign labor is capable of achieving stability for the 
state's political system, saying: On the contrary, the instability of 
foreign labor may lead to the instability of the existing political system 
because the immigrant will demand the rights of citizenship and equality in 
the long run. Who will guarantee the ability to continue to deny foreign 
labor the right to engage in political activity and to continue its social 
isolation? How long will such ability continue? The method of political 
isolation is just a sedative, not a cure. 
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The lecturer concluded his address by proposing a number of solutions, 
including: 


1. Local development that relies first on local manpower and then on Arab 
labor. 


2. A political decision cognizant of the dimensions and consequences of 
immigration and refraining from solving any problem at the expense of the 
national issue. 


3. Curtailment of the immigration of illiterates and unqualified people. 
4. A fight against masked unemployment. 
5. A fight against slavery in the form of the importation of Asian labor. 


6. Reliance on planning and the transformation of education from quantitative 
education into qualitative education. 


7. Subjection of foreign immigration activity to planning. 


8494 
CSO: 4404/497 
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KUWAIT 


ECONOMIC SLOWDOWN EXAMINED 
Kuwait AL-TALI'AH in Arabic No 845, 6 Jun 84 pp 24-25 


[Article: "Seminar on Economic Slowdown and Resolutions to Revitalize 
Market; Slowdown Is 'Uthman's Shirt for Which Many Are Racing While Govern- 
ment Watches Like Spectator" ] 


[Text] As part of the cultural season of the Economy and Political Sciences 
League, a seminar was held on Monday, 28 May 1984, under the title of the 
"Economic Slowdown and the Resolutions to Revitalize the Market." 


"Ali al-Musa, Dr Yusuf al-Ibrahim and ‘Abdallah al-Nibari addressed the 
symposium. 


At the outset of his address, ‘Ali al-Musa defined economic recession as a 
general decline in the level of the performance of all the economic activities, 
a drop in total production and a decline in consumption accompanied by a rise 
in unemployment, with all these negative indicators persisting for 3 con- 
secutive seasons [quarters] at least. 


He said that despite the insistence of the press and of the so-called studies 
and reports alleging that the Kuwaiti economy is experiencing recession, the 
indicators of the national computations show the opposite: 


First, the gross local product indicator shows that this product rose by 15 
percent in 1983 whereas it had declined by the same percent in 1982. 


Second, the final consumption indicator rose by 6 percent in 1983. 


Third, there continues to be a rapid growth in the size of the labor force 
and this refutes the presence of a recession in accordance with the 
employment indicator. 


By applying these indicators to the Kuwaiti economy, it becomes evident that 
this economy has not suffered from the so-called recession, except for the 
retail and wholesale trade sector which has experienced a decline of 21.2 
percent. Al-Musa attributed this decline to the decline in the transit trade, 
adding that the businessmen's awareness of the latest changes is due basically 
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to their being accustomed to large profit margins, to a very rapid growth in 
internal and external demand and to an abundance of rapid profits from non- 
productive activities, such as speculation in securities, that do not require 
big efforts. 


Thus, what the Kuwaiti economy is experiencing cannot be described as a recession. 
[t can be only said that the Kuwaiti economy is experiencing a period of 
hesitation or anxiety caused by some external and internal reasons, including 

the ILraq-Iran war and the so-called al-Manakh crisis. 


How Is Revitalization of the Economy Done? 


Al-Musa said that some believe that revitalizing the economy comes through 
accelerating the growth rates in economic activities within their ordinary 
channels and trends, i.e., by trying to increase consumption by bringing 
in a larger labor force. 


There is another tendency that calls for pushing the economy in another 
direction, i.e., by reexamining the economic march to make sure of the 
soundness of the path. 


The lecturer said that he stands with and supports the second group for strong 
reasons, including: 


1. The final consumption indicator has reached 70 percent of the total gross 
national product. 


2. The margin between the volume of imports and exports has become equal 
in the 1980's, and he noted that the major part of the imports is channeled 
toward final consumption and is financed through the liquidation of assets 
of the national wealth. 


To put it differently, encouraging consumption can only mean pushing this 
consumption to levels more dangerous than the current levels and an accelerated 
exhaustion of the national wealth, with no yield in return. 


Al-Musa concluded that revitalizing the economy should be channeled toward 
the sectors capable of production and of adding to the national wealth, even 
if through service production, which is the least that can be done. 


for the citizens, say 
find the statistics s 


Ai-Musa also discussed the issue of the single resource of income and wealth 
t the years 1965 and 1980, we 


- — + 
iy tc 


i 
ay: 


In 1965, the percentage of Kuwaiti business owners was 3 percent, which 
dropped to 2.3 percent in 1980. The percentage of Kuwaitis working for them 
was 12 percent. which dropped to 7.5 percent in 1980. The percentage of hired 
Kuwaiti workers was 65 percent, which rose to 84 percent in 1980. We should 
keep in mind that a business owner is a person who owns or runs a business 
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directly, employing with himself a number of workers. In this sense the group 
of Kuwaiti business owners in a very important sector, namely the contracting 
sector, has declined, The participation of Kuwaiti citizens in this sector 
has become very Limited. 


We conclude from this that we have become a nation of employees. This being 
the case, what is urgently required is to lead all the economic activities 

so as to enable them to adapt to the changes being undergone by the Kuwaiti 
economy -- changes which will accompany this economy for a long time in the 
future. 


No Recession 


Dr Yusuf al-Ibrahim was the second speaker to deny that the description of 
"recession" applies to the present situation of Kuwaiti economy. He said 
that the government's magic wand was able to deal with the small crises in 
the 1970's but that the situation changed with the emergence of the crisis 
in the 1980's -- »°» crisis which should not have surprised the state which 
lives without a view of the future and which leaves matters to 
circumstances. 


Dr al-Ibrahim cited several considerations which he said dictate the adoption 
of a farsighted economic policy: 


Ll. Kuwait is a country small in area and with limited resources, both natural 
and human. 


2. Relaince on a resource that is depletable to us and that is strategic to 
the world does not allow our decisions on how to dispose of this resource to 


emanate from our free will. 


3. The small dimensions of the Kuwaiti economy and its openness to the outside 
world make it possible for this economy to be affected by the world economy. 


Dr al-Ibrahim added that the current crises of the Kuwaiti economy are 
nothing but the result of one cause, namely the absence of a clear economic 
philosophy and view. Contrary to what some people disseminate, the cause 

of the Kuwaiti economy's crisis is not what is called a recession. 


Dr al-Ibrahim discussed the two phenomena of the reduced demand for oil and 

of fiscal policy, saying that an increased demand for oil under the canopy 

of the current policy will not lead to increased consumer spending, especially 
if we remember that the oil revenues are the main contributor to the general 
revenues, with the oil revenues amounting to no less than 90 percent of the 
general revenues in 1965, 1980, 1983 and 1984. 


What is more serious is that the oil produced since 1946 amounts to 24 percent 
of the total oil reserves, meaning that one-quarter of the national wealth 
has been zquandered in no more than 37 years. 
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As for fiscal policy, the government has succeeded in neutralizing the oil 
revenues because it has failed to adopt harmonious growth rates instead of 
allowing government spending to fluctuate according to the level of the oil 
revenues. It behooves us to note here that the government will be handcuffed 
in terms of reducing governmental spending for political and social con- 
siderations. This will affect economic activity because government spending 
is a main mover of Kuwait's economy. Thus, the government will have no 
choice but to resort to the general reserve which belongs to future gen- 
erations. 


Concluding his address, Dr al-lbrahim demanded that a distinction be made be- 
tween growth and development, saying that there is no Kuwaiti economy in the 
scientific sense of the phrase and that all that exist are mere economic 
relations between the businessmen and the government. He called for changing 
some of the concepts adopted in the economy. 


They Ask You About Recession 


"Abdallah al-Nibari then addressed the seminar, saying: We do not suffer 

from the absence of an economic philosophy. We certainly do have a philosophy 
but it is a philosophy incompatible with the interests of the overwhelming 
majority of this country's citizens. It is a philosophy that serves the 
interests of a certain group, led by the speculators. It is a philosophy 

that is deep-rooted in the minds of the policy makers, who believe that 

it is a desirable philosophy. It is a philosophy that serves the interests 

of a small group for a short time. 


Regarding the so-called recession, al-Nibari said that there is extreme exag- 
geration in depicting what is happening as a recession. Since 1974, all 
indicators have increase’ sixfold, i.e., between 20-25 percent. Actually, 
this is not a normal increase. The government should have controlled oil 
production but the eagerness to form and horde fortunes has been reflected 

in the savings, which have also grown, and so has the value of the assets, 

at a time when there are no broad spheres for investment. 


Citing an example, al-Nibari said that a plot of land worth 10,000 dinars in 
the past has, with inflation, risen in price to be worth 1.5 million dinars. 
He said that this liquidity occurs without an increase in production. 


Al-Nibari went on to add that the Bourse created a sort of fabricated demand. 
Explaining this, he said that the main mover in the Kuwaiti economy is public 
spending that is transformed into consumption demand by the private sector 
which, by meeting with the government's consumption demand, can lead to 
increased production. But this is not happening because of the limited 
dimension of economic activity. The consequence is inflation. 


Al-Nibari added that spending has doubled in the past 5 years and that the 
ineffectiveness of the National Assembly has had a major impact on passing 
the spending increases. From 1976 to 1984, the rate of construction, in- 
cluding land expropriation, has risen by nearly two-thirds over 1950. 
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He described the crisis as a crisis of stocks and not a crisis of recession. 
A recession means a decline in demand resulting in reduced production and in- 
creased unemployment. What are we experiencing precisely is a compounded 
issue with its two elements consisting of a surplus in liquidity against a 
limited economic background with a meager absorption capacity. With the 
absence of an economic policy, the result is speculation. 


Al-Nibari went on to warn that it is feared that the mentality of the economic 
administration we have might still be tied to the Bourse. Inventing the 
concept of recession just to search for curses for a nonexistent malady will 
lead us to a malady that we ourselves create or lead us to making what is bad 
even worse. 


Regarding solutions, al-Nibari said that what is needed is to restore the 
economic situation to an almost normal situation because the drop in oil 
prices has not led to reduced spending but rather to the opposite. 


Concluding, al-Nibari demanded a solution to the compounded equation in the 
Kuwaiti economy, saying that the claim of the impossibility of industrial 
expansion is answered by the statement that it is not necessary that industry 
be set up in Kuwait. What is required is to establish a sound economic 
strategy. The continued increase in spending is not a solution. On the 
contrary, such spending will lead to a catastrophe. 


8494 
CSO: 4404/497 


80 











INDIA 


CORRESPONDENT QUESTIONS U.S. ACTIVITIES IN DHAKA 
Madras THE HINDU in English 31 May 84 p l 


[Text] Agartala, May 30--Discerning observers in Bangladesh have noticed 
that more than 50 Americans of the diplomatic service, economists, profes- 
sors and intellectuals have visited Dhaka in the seven months since October 
last year. Mr Howard B. Schaffer, Assistant Secretary of State for Near 
Eastern and South Asian affairs made his trip to Dhaka in February--a visit 


shrouded in mystery. He had a dialogue in connection with St Martin's Island 


which is not now open to the people without specific permission. 


There is reason to believe, according to political watchers, that the island 
is soon going to be used as a refuelling base for the U.S. Navy. 


Not interested: In an interview at Dhaka airport, Mr Schaffer announced 
that the U.S. was not interested in setting up a military base in the 
region, but he carefully avoided reference to the proposal of getting a 
refuelling centre. 


He was followed by another top expert, Dr Leo Rose, who landed on April 12. 
An acknowledged authority on South Asian aftairs, Dr Rose was guest of 
honour at a seminar held in Dhaka on April 17 under the auspices of the 
Bangladesh Institute of International and Strategic Studies. 


In his hour-long speech, he explained in detail present American activities 
and the outline of its future programmes in South Asia. Dr Rose was full 

of praise for Bangladesh's role in the American scheme of things. He also 
dealt with St Martin's Island and was emphatic that all the countries in 
South Asia must unite if Soviet activities in the region are to be contained 
once for all. 


Visit to sign treaty?: Mr A.R.S. Doha, Bangladesh Foreign Minister, 
visited the U.S. in January, reportedly with a view to signing a treaty 
for the use of St Martin's island as a refuelling centre for the U.S. Navy. 
But he returned emptyhanded. Again, there was an attempt to sign the 
treaty in Dhaka last month. Both governments are said to be agreed on it 
in principle but the delay is caused for fear of violent popular reaction 
in the country. 


. 
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U.S. diplomats and intellectuals have free access to Dhaka and their 
movements there are kept secret. This freedom of movement has since 
converted Dhaka into a U.S. stomping ground. 


It is relevant here to add that Bangladesh's Chief Martial Law Administra- 
tor, Lt Gen H.M. Ershad, in an exclusive interview to the Christian Science 
Monitor a few days ago stated that the Soviets were aware he was pro-West 
in outlook. 


Chittagong beckons: It is interesting to note that all the U.S. experts 
and career diplomats are interested in visiting Chittagong and the 
Chittagong Hill Tracts. They move about freely, invariably accompanied 
by top ranking army officers and civilians as well as wealthy and influ- 
ential members of the public. Most of them have relatives in the U.S. in 
One capacity or other. 


The Inter-continental, the most expensive hotel in Dhaka is crowded with 
American high-ups. The public cover for their visits includes furthering 
the cause of trade and commerce, research on various projects and, 
occasionally, official invitation. 


The leaders heading the present political struggle against the military 
regime make pointed reference to this strong American connection at the 
public meetings they address. The local press also joins the chorus to 
make peopl: aware of the danger that such activities may ultimately invite. 
As a result, the military regime seems inclined to treat cautiously in the 
matter. 


CSO: 4600/1915 








PAPERS REPORT INDIAN ACTIVITIES IN UNITED NATIONS 


"Shock' 


at Israeli Attack 


New Delhi PATRIOT in English 23 May 84 p 7 


[Text ] 


United Nations, May 22 (PTI) — India has ex- 
pressed its ‘shock’ at the Israeli attack last week 
on unarmed Palestinian civilians in a refugee 
camp in south Lebanon and declared that the 
“responsibility for these atrocities lies squarely 
on the occupying Israeli forces”. 

Indian delegate Vinay Verma told the Secu- 
rity Council yesterday that it should take effec- 
tive and urgent action to prevent further blood- 
shed and misery in the occupied Palestinian 
and other Arab territories. 

The Council, which was meeting at the re- 
quest of the Arab group rejected at the outset a 
US move to bara proposal by Egypt seeking par- 
ticipation by the PLO in the meeting. 

The vote was 11 in favour to one against 
(United States), with three abstensions (France, 
United Kingdon and the Netherlands). 

Opposing PLO participation, US delegate 
jose Sorzand said the rule which was being in- 


‘voked toallow the PLO to take part in the debate 


was being used to enhance the prestige of a par- 
ticular organisation and as such it was an 
“abuse” of the rule and had no legal 
precedent‘. 

In his speech, Mr Verma said Israel's policies 
and practices of establishing settlements in the 
occupied territories were illegal and contrary 
the ‘resolutions of the United Nations. At the 
same time, he said, it was inperative that the in- 
ternational community should seek a compre- 
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hensive, just and iasting solution to the conflict 
in West Asia without which no peace could pre- 
vail in the area 

He said the movement of non-aligned coun- 
tries attacked paramount importance to the 
achievement of a just, comprehensive and last- 
ing peace in the region. 

Mr Verma urged the Council to take effec- 
tive and urgent action to prevent further blood- 
shed and misery in the occupied and other Arab 
territories. Its efforts so far to find a comprehen- 
sive solution to the problem had not s\ cceeded 
mainly due to the arrogance and intrausigence 
of Israel which had deliberately defied the will 
of the international community. The time had 
come to put an end to this situation, Mr Verma 
said 

PLO permanent observer Zehd: Terzi ex- 
pressed the hope that the Council would con- 
sider ihe junta in Tel Aviv as being fully respon- 
sible for “this latest in a long series of crimes 
including the crime of genocide committed in 
Sabra Shtilla refugee camps in September 
1982”. 

Israeli Ambassador Yehuda Blum who dis- 
missed the Council meeting as a “farce” and a 
“grotesque spectacle” suggested that the Coun- 
cil turn its attention to the “ominous escalation 
of tension “in the Persian Gulf”. 

The council will resume its debate on 
Wednesday. 
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Resolution on Population Problems 
Calcutta THE STATESMAN in English 1 Jun 84 p 9 


[Text] New Delhi, May 31--An Indian resolution asking the U.N. Environment 
Programme to accord priority to the interaction and balance between popula- 
tion, resources, development and the environment was adopted by the UNEP 
governing council at a meeting in the Kenyan capital, Nairobi, on Monday. 


The resolution--introduced by the Union Deputy Minister for Environment, 
Mr Digvijay Singh--the text of which was made available here yesterday, 
asked the UNEP executive director to include in the state of the environ- 
ment report for 1985, the issue of population in relation to the environ- 
ment. 


The resolution specifies that in spite of successes in decreasing the rate 
of population growth, the global population continued to increase substan- 
tially and that accelerated development efforts, together with population 
growth, exerted a combined and increasing pressure upon natural resources, 
as well as the environment, and that an improvement in the quality of life 
could be achieved only if development was commensurate with sound environ- 
mental management. 


Such a resolution, with its correlation between population and environment 
and with its emphasis on family planning as a means to protect the environ- 
ment, is said to be the first of its kind discussed by the UNEP. 


Significantly, it was supported by a number of Muslim countries, including 
Egypt. The strongest supporters were Indonesia and Malaysia. A few 
Catholic countries, like Brazil, however, opposec the resolution obviously 
because of its emphasis on family planning. 


CSO: 4600/1916 
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UNITED FRONT CALLS FOR DRIVE AGAINST CORRUPTION 
Bombay THE TIMES OF INDIA in English 17 May 84 p 9 


[Text] Bombay, May 16--The central co-ordination committee of the United 
Front called for a frontal attack on corruption in all fields, specially 
in public life. 


A draft resolution adopted at the concluding meeting of the two-day talks 
here today favoured the setting up of a Lok Pal and Lok Ayukt at the Centre 
and in all states where these posts were non-existent. It was decided that 
all candidates of the front contesting the forthcoming elections should 
declare their assets before the poll date and at the end of their five-year 
term. 


The committee spokesman, Mr I.K. Gujral replied in the negative when asked 
whether the front leaders would set an example by declaring their assets. 
"However, this suggestion would be considered," he added. 


The committee urged the government to pass a law against defections. An 
elected representative leaving his party should be compelled to vacate his 
seat in the legislating body. The need for state funding of elections and 
the initiation of comprehensive election reforms on the basis of the Sakhder 
report was stressed. Voting age should be reduced to 18. 


Fetters on the freedom of the press should be removed immediately. Import 
duty on newsprint and advertisement levies should be scrapped. The meeting 
did not take up the issue of delinking newspapers from business houses. 


All-India Radio and Doordarshan should be granted autonomy. 


The committee said immediate steps should be taken to implement the Mandal 
commission report. Minorities should be given adequate representation in 
all services, including defence. The senior police official in charge of 
an area where a communal riot occurs should be prima facie held responsible 
and dismissed from service. 


A complete review of economic policies should be undertaken with a view to 
accord priority for the welfare of those living below the poverty line. The 
basic problem of drinking water, link roads and primary health should be 
tackled within five years. 
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The right to work should be enshrined in the constitution as a fundamental 

right. Concentration of wealth should be done away with. Stress should be 
laid on the development of backward areas. A ceiling should be clamped on 

luxury housing and racketeering in land should be stopped. 


On the foreign policy front, the committee called for the strengthening of 
the non-aligned movement and a vigorous drive against imperialism and 
racialism. National liberation movements should be given all assistance. 


When a newsman observed that there was little that was new in the programme, 
Mr Gujral replied that the programme would not be changed as long as poverty 
existed in the country. 

The participants included Mr Chandra Shekar (Janata), Mr Sharad Bawar 


(Congress-S), and Mr Chandrajit Yadav (Janawadi Party). Mr H.N. Bahuguna, 
Democratic Socialist Party president, confined to stay away from the talks. 


CSO: 4600/1914 
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CHIEF OF STAFF SAYS BORDER AREAS QULET 
Madras THE HINDU in English 31 May 84 p 7 


[Text] Srinagar, May 30--The Chief of the Indian army Staff, General A.S. 
Vaidya today said the Indian defence forces were well equipped and prepared 
to meet any fresh aggression by any of the neighbouring countries. 


Talking to newsmen here after the conclusion of the investiture parade for 
the presentation of Sena and Vishisht Seva medals and territorial army 
decorations to 66 army officers, JCOs and other ranks, Gen Vaidya said the 
neighbouring countries equipping themselves with new weaponry far in excess 
of their needs could not browbeat our forces. Our defence forces would give 
a fitting reply to our enemies if and when a war was thrust on us from any 
quarter. 


However, as far the current situation at the borders and on the line of 
actual control in Jammu and Kashmir was concerned, there was no immediate 
threat of any fresh aggression. 


Gen Vaidya said “history is a witness that military might and hardware have 
tempted certain leaders to have evil designs on neighbouring countries. 
Therefore, we need to be always vigilant and ready to face any eventuality 
at any time from any quarter." 


The General admitted that recently there had been an extraordinary build-up 
of Pakistani troops on the line of actual control in Kargil and Leh sectors 
and also of Pakistani security forces in these areas and in Poonch and 
Rajouri sectors. But this was an "usual practice" and could not be inter- 
preted that the Pakistani defence personnel had started these exercises to 
wage a war. He described the situation at the Sino-Indian, Indo-Pakistan and 
Indo-Bangladesh borders as "quiet and not in any case unusual." 


Punjab situation: In reply to a question, he said that the Punjab situation 
had not in any way affected the troops and other defence forces anywhere in 
the country. 


However, in his address to the troops earlier, he called upon the officers 
and jawans to spread the message of national integration in their villages, 
communities and among their friends. 
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Gen Vaidya congratulated the people of Jammu and Kashmir and Ladakh who had 
played a gallant part in the four wars--one with China and three with 
Pakistan--since Independence. Many brave sons of the State had laid down 
their lives while fighting against enemies. He had no doubt that the 
valiant people of this most sensitive border State would continue to play a 
prominent and significant role in the country's defence. 


Referring to the recent events in some parts of the country, Gen Vaidya 
said such disturbances and disorder would suit only our enemies because 
"they do not want to see us united and would like our country to break up. 
Therefore, we have to fight the forces of terrorism and disruption." 


The Jammu and Kashmir Chief Minister, Dr Farooq Abdullah, was among those 
present at the investitute parade. 


CSO: 4600/1915 
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NEW INVESTMENT SCHEDULE DETAILED 
Karachi DAWN in English 19 Jun 84 Business Supplement pp I, II, III 


[Text] Karachi, June 18: The newly announced Industrial Investment Schedule 
by the Federal Government offers a selection of 202 industries, new capacity 
and BMR, involving the investment of Rs 133.5 billion during the Sixth Five- 
Year period. 


The investment envisaged in the Schedule is Rs. 51.5 billion higher than the 
Sixth Plan projections of 82 billion. 


According to the Schedule document the investment level has been stretched 
"deliberately" to allow a wider choice to the investors and to provide for 
spillover in the next Plan, 


The investment size is based on the cur.ent prices with some allowance for 
cost escalation, 


Details 


Following are the industry-wise details of the capacity and investment envi- 
saged during the Sixth Plan period. 


Wheat and grain milling 840,000 metric tons Rs 280 million; refined sugar 
500,000 mt Rs. 5,100 m liquid sugar-fructose from molasses and broken rice 
95,000 mt. Rs. 550 m; edible oil 50,000 mt. Rs. 150 million; refined edible 
oil/ghee (BMR) Rs. 126m; cice milling 2,100,000 mt Rs. 2800 m; starch glucose 
50,000 mt Rs 250m; deep sea fishing, processing, canning 220 million tons Rs 
350 m; fish meal 49,000 mt; poultry Rs 320 million; cattle farming 292,000 mt. 
Rs. 930 m; milk processing-milk 413 m litres Rs. 1120 m, milk products, 30,000 
mt. Rs 700 m; processing of fruits and vegetabies 25,000 mt Rs 250 m; bever- 
ages 400 million bottles Rs 300 million; miscellaneous food preparations 
cereal-based 18,000 mt; Rs 160 m, sweets and confectionary 40,000 mt. Rs. 40 
million; gelatine 4,500 mt. Rs. 100 million; cold storage 200 mt 200,000 mt. 
Rs 300 m; tea blending and packing 5000 mt. Rs 13 m; poultry and animal feed 
1786,000 mt. Rs . 500m, tobacco (BMR) Rs. 100 m; cigarettes (BMR) Rs 150m; 


89 














cotton ginning (BMR) Rs 100m; cot- 
ton spinning one million spindles 
Rs 7,700 billion; cotton weaving 
54,000 looms Rs 4950 million tex- 
tile finishing and processing 100 m 
Sq. metres Rs 1800 million, synth- 
etic textile 6000 looms Rs 500m; 
synthetic textile finishing 16 mil- 
_lion Sq. metres Rs 600 m; woollen 
and semi-worsted spinning 25 mii- 
‘ lion bales Rs 100 m; woollen textile 
450 million bales Rs 255m; carpets 
one million bales Rs 94 m; Textile 
hosiery and knitted goods 2,500 mt. 
Rs 280 m; ready made garments 
20,000 machines Rs 200 m; other 
textile made ups Rs 50 m; 
specialised textile Rs 100 m; 
canvas 200 looms Rs 90 m; towels 
250 looms Rs 150 m; jute goods 
40,000 mt. Rs 920 m. 


Leather tanning skins and hides 
chrome 15.3 m Sq. meters Rs 200 m; 
leather vegetable tanning 32.64 m 
Kg Rs 50 m; leather footwear 15 
million pairs Rs 60 m; sports goods 
and suitcases Rs 250 m value Rs 50 
million investment; leather gar- 
ments Rs 50m value Rs 150 m in- 
vestment; artificial leather one 
million Sq meters Rs 62 million, 
tyres and tubes 1.6 m sets Rs 2150 
m; tyre tubes for twalthree wheel- 
ers 0.9 m sets Rs 100 m, tvre tubes 
for cycles — tyres one million sets; 
tubes 2.5 m sets Rs 5u m; rubber 
belting Rs 300 m vulue Rs 300 m 
investment; writing, printing and 
packing paper 70,600 mt. Rs 2600 
m; newspring 66,000 mt Rs 1600m; 
tissue toilet paper 22,000 mt. Rs 

+200 m; craft pulp and paper 50,000 
mt. Rs 1500 m; hard board 18,000 
mt. Rs 420 m; paper and paper 
board 45,000 mt Rs 200 m; soda ash 
50,000 mt. Rs 225 m; caustic soda 
35,000 mt. Rs 600m; sulphuric acid 
18,000 mt. Rs 40 m; ammonium 
\chloride 5000 mt. Rs 20 m; sodium 
silicate 50,900 mt. Rs 30 m; other 
inorganic chemicals i0,000 mt. Rs 
240 m; guar gum etc. Rs 200m; 
pharmaceutical basic drugs and 
chemicals Rs 500 m; industrial al- 
cohol 36,000 mt. Rs 300 m,; 

| power alohol 15,000 mt. Rs. 850 ra; 
bakers powder yeast 1000 mt. Rs. 

®100 m; citric acid 5000 mt. Rs. 350 

‘m; microbial fats 150,000 mt. Rs. 
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‘300 m; staple fibre 20,000 mt. Rs. 
1700 m; filament yarn 60,000 mt. 
Rs. 6600 m; acetate (BMR) Rs. 5m; 
‘viscose rexine 15000 mt; nitrogen- 
ous fertiliser 250 n.t Rs. 3900 m; 
‘phostphatic fertiliser 202,000 n.t. 
‘Rs. 2100 m; composte fertiliser 
‘600,000 mt Rs. 480m; pesticides/ in- 
secticides 20,000 mt. Rs. 500 m; 
Paints and varnishes 20,000, Rs. 
»150 m. soap 70,000 mt. Rs. 200 m; 
furfural 5000 mt. Rs. 170 m; hydro 
@en peroxide 2500 mt. Rs. 72 m; 
idyes 2500 mt. Rs. 260 m; calciwn 
‘carbite 10,000 mt. Rs. 200 m; deter- 
gent 15,000 mt. Rs. 300 m; colours 
for cement distemper 20,000 mt. 
Rs. 10 m; turpentine and resins 
<5000 mt. Rs. 10 m; carboxy methy] 
cellulose 10,000 mt. Rs. 50 m; fibre 
glass products 3000 mt. Rs. 125 m; 
Cigarettes filter rods 1000 m, Rs. 
120 m. 
f Essential oils 


Bssential oils essence 50 mt Rs. 
25 m; perfumes toilet preparations 
({BMR) Rs. 10 m; inks 5000 mi. Rs. 
50 m; non-edible vegetable and ani- 
mal fats 5000 mt. Rs 25 m; indust- 
rial gases 10 mcm Rs. 10m; 
petroleum storage and distribution 
300,000 mt. Rs. 500m; petroleum 
refining 3 million tons Rs. 4000 m; 
hydro-cracker 1.35 million tons Rs. 
3740 m; naptha cracker 230,000 mt. 
Rs. 7000 m; urea formaldehyde re- 
sin 10,000 mt. Rs. 76 m; PVC resin 
45,000 mt. Rs. 1250 m; Toluene, 
*densone, xylene 20,000 mt. Rs. 250 
an; carbon black (BMR) Rs. 10 m; 
dodecy! benzine 5000 mt. Rs. 40 m; 
anethanol and formaldehyde 40,000 
gnt. Rs. 50 m; liquid gas (LRG) 
$0,000 mt. Rs. 50 m: coal tar distil- 
flation 50 mt. Rs. 80 m; cement grey 
4 million tons Rs. 8000 m; white 
tcement 230,000 mt. Rs. 1400 m; Re- 
fractories low grade 74,000 mt. Rs. 
‘(390 m; Refractories — high grade 
30,000 mt. Rs. 600 m; sanitary 
wares 9000 mt. Rs. 450 m; tiles 0.75 
sq. Mtr. Rs. 160 m. tablewares 10 
mt; Rs. 350 m; sheet and plate glass 
30,000 mt. Rs. 250; other glass pro- 
ducts 5,000 mt. 70m; vials and am 
poules Rs. 25 m investment; as- 
bestos cement products 40,000 mt 
Rs. 150 m; development exploita- 

‘tion of mineral Rs. 11,801 m; ship 








breaking 287,000 mt. Rs. 319 m; in- 
igots (BMR) Rs. 20C m; flat steel pro- 
(ducts 473,000 mt. Rs. 1000 m; non. 
flat steel products BMR Rs. 376 m; 
foundry products 140,000 mt. Rs. 
300 m; stainless and alloy steels 
'25, 000 mt Rs. 478 m; ferro-alloys 
:25,500 mt. Rs. 700 m; tin plates 
.150,000 mt. Rs. 2950 m. copper 
18, 000 tons Rs. 5000 m; non-ferrous 
‘metal foundry 15,000 mt. Rs. 55 m; 
‘aluminium sheets and extrusion 
15,000 mt Rs. 130 m; non-ferrous 
foils 100 1500 mt. Rs. 75 m. pres- 
jsure dye casting 1000 mt. Rs. 40 m; 
‘steel pipes and fittings 60,000 mt. 
Rs. 450 m; hand and small tools 
111,000 mt. Rs. 80 m; LPG and gas 
cylinders 250,000 Rs. 50 m; metal 
containers and drums 6000 mt. Rs. 
20 m; bolt nuts nut washers 2374 
mt. Rs. 55 m; wood machine screw 
rivet 1000 mt. Rs. 16 m; barbed 
_wires, chain links wire meshes 4318 
‘mt. Rs i5m; non-ferrous zari wire 
30,000 mf. Rs. 30 m:; surgical instru- 
ments 3118.89 million rupees value 
Rs. 800 m investment. 
_ Cutlery enamel ware etc. Rs. 
,82.35m value Rs. 210 m; safety 
‘blades 675 milion Rs. 100 m; sport- 
_ing 160,000 investment Rs. 170.m; 
locks and pad locks one million Rs. 
50 m; gas and non-electric meters 
100,000 Rs. 176 m; measuring in- 
struments 5000, Rs. 15 m; power 
generation machinery internal 
compulsion engine 57,500, Rs. 1020 
m; boilers and turbines steam 112. 
Rs. 16 m; water turbines 200 75 Rs. 
75 m; solar energy system 5 mn Rs. 
'300 m; drilling, grinding machine 
etc. 3019 Rs. 363 m; equipment for 
‘metal working Rs. 275m; ag. 
‘riculture machinery Rs. 75 m; ag- 
,riculture implement Rs. 195 m; 
‘pumps and compressors 71,000, 
Rs. 295 m; tans, coils and 
cork valves 500,000, Rs. 46 m; 
textile machinery spindles (.15 m; 
-cone winders 10 ring spindles 100; 
flour, rice and ginning mills 
‘machinery (BMR) Rs. 23 m; 


earth moving and construction 
machinery 430, Rs 150 m; mining 
and mineral equipment Rs 600 m 
value, Rs 80 investment; printing, 
Cigarette manufacturing machin- 
ery 3750, Rs 180 m; household and 
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industri»! sewing machines 8° 000, 
Rs 75 m. switch gear LT & HT 500, 
Rs 195 m; domestic refrigerators 
11,00u, Rs 10 m, packaged indust- 


®ial airconditioners 500 Rs 57 m; 
utomatic airconditioners 11,000, 
s 90 m; accumulator batteries 

200,000, Rs 20 m; dry battery cell 
BMR) Rs 10 m; energy meters 

0,000, Rs 102 m; electric bulbs, 
tc. 30 million, Rs 60 m; fluorescent 
tubes 7 million, Rs 80 m; low vol- 

Rage bulbs 15 m, Rs 90 m; electric 

motors 700,000, Rs 215 m; generat- 

ing sets 98,000 KVA, Rs 280 m; 

electric fans 700,000, Rs 55 m: 

welding electrodes 4150 mt. Rs 60 

m; electric wires aluminium 21,164 

mt., Rs 312 m; insulated cables 

4287 + =mt., telephones’ cables 

400,000 Km, Rs 310 m; electric ap- 

pliances value Rs 100 m, invest- 

ment Rs 90 m; electric machinery 

apparatus — passenger lift 200, X- 

fay component 2000, Rs 120 m; 

welding transformers 1000; 

electric insv’ating material 2500 

mt., Rs 45 m; electronic telephone 

etc. value Rs 265 m, investment Rs 

265 m; electronic calculator com- 

44 20 m; TV 117,000, Rs 22 m, 

Radio/tape recorder 780,006, Rs 15 

m; VCR Rs 24 m, electronic compo- 

ment Rs 291 m; audio cassettes 16 

m, video cassettes 6 million, Rs 62 

m; electro-medical equipment 

worth Rs 100 m, investment Rs 100 

m; heavy vehicles 11,050 Rs 870 m; 

fight vehicles ‘acluding passengers 

cars 15.000, Rs 950 m; two and 

mhree wheelers 48,000, Rs 300 m; 

‘boats and barrages 16 Rs 60 m; 

hotels 5000 rooms Rs 1800 m; chip 

board 40,700 mt. Rs 200 m; 

laminated sheets 975,000 mt. Rs 70 

‘m; other wood products Rs 200 m; 

tationery etc. Rs 150 m; bone me- 

mals etc. Rs 10,000 mt. Rs 20 m; 

‘brushes 0.40 m, Rs 20 m; sports 

goods value Rs 400 m, investment 

‘Rs 380 m; marble onyx products 

77,000 mt. Rs 700 m; optical goods 

frames 0.5 m, lenses one m pairs, Rs 

:50 m; plastic products 41,000 mt. Rs 

‘250 m; acrylic sheets 3195 million 

Mtr, Rs 675 m; musical instruments 

value Rs 20 m, investment Rs 20m; 

rand industries not elsewhere 

specified Rs 365 m. 














HIGHLIGHTS OF PUNJAB'S 84-85 BUDGET REPORTED 


Karachi DAWN in English 21 Jun 84 p 4 


[Text ] 


CSO: 


4600/637 


LAHORE, June 20: The follow- 
ing are the highlights of the Punjab 
budget for 1984-85. 

@ Budget of Rs 2123 crore. Main 
components are: Rs 698 crore for 
eronomic and social services, Rs 
40% crore for State trading in foodg- 
rains and sugar, Rs 60 crore for cap- 
ital expenditure outside the de- 
velopment account and a develop- 
ment programme of Rs 430 crore. 

@ Highest priority given to improv- 
ing agricultural productivity with 
an allocation of Rs 156.54 crorei.e., 
36.40 per cent of the total Annua’ 
Development Programme for ag- 
riculture and water sectors. 

@ Special emphasis on provision 
and expansion of social and in- 
frastructural facilities for rural 
areas — 62 per cent of the total 
development programme allocated 
for schemes located in rural areas 
— allocation of Rs 62 crore for 
farm-to-market and other rural 
roads and Rs 3.74 crore for 
electrification of villages. 

@ Special ecatlen’ of Rs 7.25 
crore for development of D.G. 
Khan, Soaa valley, Cholistan, 
Shakargarh and Murree hills. 

@ Allocation of Rs 89.20 crore for 
roads and bridges, including Rs 60 
crore for farm-to-market roads, Rs 
2 crore for other rural roads and Rs 
27.20 crore for road building prog- 
ramme, to be executed by the High- 
ways Denartment. The target of 
3000 mi “apm-to-market 
roads t: 4 during 1984- 
85. Consa bridge on Sutlej 
and Bhuxa.. . Bahawalnagar to 
be started. 

@ Allocation of Rs 15.04 crore for 
water management programme: Rs 
5.14 crore for subsidies on installa- 
tion of diesel tubewells, seed and 
mini dams, Rs 5.19 crore for ag- 
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ricultural research and Rs 2 crore 
for service-cum- general ag- 
riculture programme in Barani 
areas. 

@ 25.27 per cent of the total alloca- 
tion in non-development account 
earmarked for education, which ac- 
counts for Rs 321.79 crore besides 
Rs 48.89 crore in the development 
account. Within the education svc- 
tor, highest priority given to prim- 
ary education to speed up achieve- 
ment of universal literacy. 2100 
new primary schools including 
1100 mosque schools to be opened. 
256 primary schools to be upgraded 
to middle level and 131 middle 


schools to secondary level. 2 prim- 
ary schools for blind girls and one 
for mentally retarded children to 
be opened. 1500 posts of Arabic 
teachers for different schools, 771 
posts of secondary school teachers, 
651 posts of elementary school 
teachers for middle classes and 69 
posts of physical education 
teachers for high schools to be 
created. 
@ Rs 48.89 crore for development 
of health sector which includes Rs 
4.33 crore for the special prog- 
ramme for children’s immunisa- 
tion, training of dais and oral re: 
hydration, Rs 8.75 crore for teach- 
sng hospitals, Rs 3.16 crore for clis- 
trict headquarters hospitals, Rs 
3.09 crore for tehsil headquarters 
hospitals, Rs 4.61 crore for rural 
health centres, Rs 10.23 crore for 
basic health units and Rs 7.27 crore 
for medical education. Special allo- 
cation of Rs 7 crore for replace. 
ment of unserviceable equipment 
of hospitals. 
@ Rs 39.57 crore to be spent on sub- 
sidy on distribution of wheat atta. 
@ Allocation of Rs 19 crore for 
rural water supply and drainage 
schemes. —APP/PPI 
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BUDGET: 


GOVERNMENT EXPENSES SAID TO SHRINK 


Karachi DAWN in English 21 Jun 84 p 5 


[Article by Sultan Ahmed] 


[Text ] 


THE inexorably rising 
current expenditure of the 
Federal Government is tak- 
ing away a great deal of 
funds from the critical de- 
velopment sector. In the last 
10 years, beginning 1974-75, 
far too much of the precious 
resources have been di- 
verted to meet the ever re- 
curring current needs of the 
government and cor- 
respondingly less allocated 


to the vital development 


sector. 

An alarming stage has now been 
rached where a decisive break 
from this unhealthy trend has to 


come. A U turn towards positive de- . 


velopment with real earnestness, 
and not by largely holding up high 
goals and lofty targets without the 
hard groundwork, has become im- 
perative. Rhetoric and lyrical 
hopes apart, the new budget has’ 
not made a major thurst in that. 
direction. 


Neglect of ADP 


focus on the current expenditure 
has left us with an acute energy and 
communication and _ transport 
problems all round. For the same 
reason, we have a dismal rate of 
literacy, nominal public healta 
facilities and poor housing. 

What else can happen when year 
after the actual current expendi- 
ture is far in excess of the es- 


timated when the budget was 
framed, and the ADP outlay often 
far less than the budgeted? It is the 
current expenditure which has pre- 
cedence over the development 
budget; particularly since 1979-80 
when the ADP outlay dropped from 
Rs 23 billion to Rs 21.9 billion. Un- 
til then while the current expendi- 
ture went on soaring, the ADP out- 
lay too often modestly exceeded 
the budge: estimates. 

Amidst the current outcry in the 
country against small development 
spending and the very large cur- 
rent expenditure of the govern- 
ment, it may be hard to believe that 


in 1974-75 actual spending on ADP | 


jumped from Rs 8.5 billion to Rs 
10.77 billion — as external assist- 
ance jumped from the budgeted Rs 
5.57 billion to Rs 9.59 billion. And 
in 1977-78 actual outlay was Rs 18 
billion compared to the budgeted 
Rs 17 billion, and in 1978-79 the 
actual ADP outlay was Rs 20.18 bil- 
lion compared to the budgeted Rs | 
19 billion. 


But all this is a thing of the past. 


Currently not only the soaring im- 
mediate expenditure of the govern- 


Imentis leaving a decreasing share, 


Neglect towards the Annual De-. 
velopment Plan and increasing: 


for the ADP in the budget but also’ 
sequeezing it thereafter in such a 
manner that there is a substantial 
shortfall between the budgeted 
and the actual. And during the last 
two years even the revenue budget 


' ¢s having a large deficit instead of a 


sizeable surplus contributing to the 
ADP funds, as was done until 
recently. 

The budget pattern of the last 10 
years show that while during the 
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first five years, ended 1979-80, the 
current expenditure was only 25 to 
30 per cent more than ADP outlay, 
in the following three years it in- 
creased to about 50 per cent of 
ADP, and during the last two years 
the current expenditure was nearly 
a hundred per cent higher than the 
ADP outlay. 

The current year is the worst in | 
this regard as while the current ex- | 
penditure rose to Rs 61.89 billion, . 
actual ADP outlay at Rs 29 billion is | 
even less than 50 per cent of that. 
And during the next year current 
expenditure at Rs 66.66 billion will 
be exactly double of the ADP out- 
lay of Rs 33.2 billion despite the 
latter’s increase by 14 per cent, as 
has been underscored by the 
ministers. 

Why is the nation not investing 
on the future as much as it should 
despite the Fifth and Sixth Five- 
Year Plans and all the ballyhoo 
which goes with them? Dr 
Mahbubul Hag now calls for “hard 
sweat and tears” from the nation, 
and cautions it to expect nothing on 
a silver platter; but the nation on 
its part has been doing a great deal | | 
in that direction. 


During the last ten years the net 
Federal revenues have risen from ; 
Rs 13.12 billion to Rs 61.89 billion | 
— nearly a five-fold increase. The 
tax revenues alone jumped from Rs 
11.15 billion in 1974-75 to Rs 56.36 
— am average increase of 40 per 
cent per year. During the same 
period the current Federal expen- 
diture rose from Rs 14.47 billion to 
Rs 64.35 billion — an increase of 
three and a half times — while the 
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ADP outlay rose from Rs 10.77 bil- 
lon to only Rs 29.45 billion last 
vear — far less than 200 per cent. 
Clearly as the nation goes on pay- 
ing more and more to the govern- 
ment the ADP’s share is getting less 
and less. And that explains the 
backwardness of the State and var- 
ied endemic shortages, particu- 
larly in the critical energy sector. 

Mercifully the official assertion, 
repeated only recently by the Fi- 
nance Minister and Dr Mahbubul 
Haq, that Federal tax revenue was 
equal to only 13 per cent of the 
Gross Domestic Product has been 
corrected by official documents. 
The share has risen from 14.7 per 
cent in 1976-77 to 17.54 per cent, it 
is now admitted, registering an in- 
crease of 18.7 per cent per year 
while GDP increased on an average 
of six per cent per year. And if de- 
spite the all-round tax increase di- 
rect taxes now form only 16.7 per 
cent of the overall tax revenues, 
that is only becuase the indirect 
4axes-have been rising constantly 
and imports have been increasing 
rapidly. 

If iess money is going into de- 
velopment and far more into the 
current official expenditure, the 
fault is not of the planners, for 
whom Dr Mahbubul Hag wants a 
silent prayer from the nation, but 
of the governr ent collectively, and 
particularly of the key Ministers 
who decide on allocation of each 
year. 

Because of paucity of funds and 
inflation only 91 per cent of the 
targets of the Fifth Plan could be 
achieved. And now there is an ad- 
mitted shortfall of 7 per cent in al- 
location for the first two years of 
the Sixth Plan. So the shortfall car- 
ries on while the planners pray 
they may be able to do better next 
year. 

It may be said in defence of the 
small annual increase in actual 
ADP outlay that external aid dur- 
ing the last 10 years increased by 
just over 53 per cent — from Rs 9.59 
billion in 1974-75 to Rs 14.64 billion 
last year. And simultaneously debt 
service has risen, from Rs 2.54 mil- 
lion to Rs 17 billion with foreign 
debt service rising to Rs 9.93 
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billion. 

But the fact is that despite the 
modest increase in external assist- 
ance after the oil shock of 1973 and 
the sharply rising repayments, 
larger funds are going into the cur- 
rent expenditure and less into the 
development budget. Expenditure 
on the administrative departments 
has risen in ten years from Rs 1.35 
billion to Rs 2.982 billion, and next 
year it will rise to Rs 3.73 billion — 
an increase of about 200 per cent. 
And defence expenditure rose 
from Rs 6.29 billion in 1974-75 to Rs 
26.75 billion last vear. 


The fact that defence and debt 
service alone claim 76 per cent of 
the revenue budget, and a great 
deal of what is left is taken up by 
the administrative services, there 
are demands that we should make 
the best use of the aid and get the 
utmost out of that. Foreign debt 
stood at 10 billion dollars on Dec 
31, 1983, with 4.2 billion dollars 
more in the pipeline. If the most 
effective and productive use is not 
made of the aid, while the debt 
service keeps on increasing — ab- 
out Rs 10 billion annually now — 
we will leave an enormous burden 
on future generations, as we keep 
on negotiating for more aid with a 
maturity period of 30 years with a 
grace period of 8 years, as we did in 
April in Paris. 


External aid 


The Ministers are emphatic that 
external resources will form only 
14 per cent of the budget next year. 
That is if the revenue and capital 
budgets are taken together. Dr 
Mahbubul Hag goes to the extent of 
saying that external aid is only 14 
per cent of ADP. But the fact, as 
officially given is, that out of the 
ADP outlay of Rs 33.29 billion next 
ypar,the external resources are Re 
14.5 billion or 44 per cent. And out ' 
of the balance of Rs 18.76 billion, 
Rs 5.6 billion is to be covered 
through deficit financing or virtu- 
ally printing of notes. So our own 
real contribution is about Rs 13 bil- 
lion or a little over one-third of the 
ADP outlay. 
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PUNJAB BUDGET REVIEWED; "ECONOMIC RESILIENCE’ SEEN 
Karachi DAWN in English 23 Jun 84 Business Supplement pp I, IV 


[Article by A.T. Chaudhri] 


[Text] THOUGH cast in a tradi- million in 1980-81 and Rs 1480 mil- 





tional mould and moving in 
conventional grooves, the 
Rs 21.23 billion Punjab 
budget for the next fiscal 
year reflects the economic 
resilience of this major pro- 
vince and its resolve to play 
a pivotal role as the heart- 


land of Pakistan. 

Until recently, this super unit 
was riding the crest of cyclical 
boom. In the outgoing year, the 
boom turned into a trough. The fall 
in the nation’s agricultural growth 
by minus 4.63 per cent has deal: a 
blow to PtMHjab’s economic up- 
surge, since it accounts for two- 
thirds ut the country’s major crops. 
_ fhe downturn in wheat produc- 

‘tion by over 7 per cent, in rice by 2.2 
per cent, and in cotton by 40 per 
cent — in Punjab cotton output in 
1983-84 fell to 1.69 million bales as 
against 3:25 million bales in the 

- previous year, as the Provincial Fi- 
nance Minister had just revealed — 
all this could not but cast a long 
shadow on the economic landscape 
of the “land of five rivers”. 

No wonder, the cownhill slide in 

-Punjab’s agricultural production 
indices has, on the one hand, af- 
fected the federal budgetary pro- 
jections and, on the other hand, 
-made an adverse impact on the pro- 
vince’s resources generation 
capacity. 


lion in 1981-82, the revenue re- 
ceipts have now slumped and have 
turned the budget into a deficit 
one. 

The overall picture is summed up 
fairly objectively by the Provincial 
Finance Minister in these words: 
“The non-development revenue ex- 
penditure of the province is ex- 
pected to increase from Rs 10968.9 
million in the revised estimates of 
the current financial year to Rs 
12736.3 million in the budget esti- 


mates of 1984-85. The general re- ; 


venue receipts are expected to in- 

crease from Rs 9367.4 million in the 

current vear’s revised estimates to 

Rs 10305.8 million in the budget 

estimates for the next financial 
| year. This would mean a revenue 
deficit of Rs 2430.5 million. Taking 
into account the net capita! re- 
ceipts of Rs 38.5 million, there will 
be a net deficit of Rs 2392 million 
which is proposed to be met by spe- 
cial federal grant.” 


| e 


Huge def'cit 





The huge deficit, which has gone 
up tea times in the course of year, 
has been attributed by the budget 
makers to a host of factors beyond 
the government’s control. The re- 
deeming feature, however, is that 
no fresh taxes have been imposed, 
or existing taxes revised upward, to 
fill the yawning resource gap. 

There was, indeed, little or no 








— | scope left for imposing additional 


Revenues 


‘levies on the _ inflation-stricken | 
populace after the fresh bout of di- | 


In sharp contrast to the former rect and indirect taxation in the all- 
-surpluses which stood at Rs 1030 pervasive federal budget, which 
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has turned the provincial budgets 
into a series of disinflationary sub- 
ploots of an inflated play. 

Of course, the feudal “haves” 
could have been reasonably taxed 
at the provincial level to step up 
resource mobilisation. Likewise, 
the cost of administration could be 
subjected to another economy cut 
like the one introduced in the out- 
going year. More about it later. 


Balanced view 


Taking a balanced view of the 
new Punjab budget, one must ag- 
ree with some of the contentions of 








the Finance Minister. = 

First, it must be conceded that 
the term “non-development expen: 
diture” is a misnomer in respect of 
the provincial finances. Over 45 
per cent of its solid chunk of money 
is allocated to the education and 
health sectors which may not be im- 
mediately productive but their al- 
locations have to be seen conjointly 
with the expenditure on 
development. 


Secondly, debt servicing which 








takes away over 20 per cent of the 
non-development budget, or the 
economic services which account 
for 24 per cent of the total outlay, 
provide a sound base for produc- 
tion in the long run. That blurs the 
thin line of demarcation between 
development and non- 
development accounts. 

Thirdly, there are several factors 
which inevitably lead to resource 
deterioration, such as (a) pay raise 
of public servants which has 
created an additional liability of 


. over Rs. 1,000 million (b) the reduc- 











‘CSO: 


4600/639 


~e 


order 
. deteriorating. 





tion in Punjab’s share in federal di- 
visible taxes, which is in proportion 


- tO respective populations and has 


come down from 60 per cent to 57 
per cent in the wake of the 1981 
census that shows a drop in the 
population ratio of Punjab during 
the last decade and (c) the rise in 
the subsidy bills of atta and provi- 


‘sion of medicines to rural health 


centres. 


Law and order 


Seen in this context. those re- 
sponsible for the financial house- 
keeping of Punjab cannot be en- 
tirely blamed for the setback in re- 
venue surplus and higher non- 
development expenditure. 

But the provincial administra- 
tion cannot explain away some un- 
Savoury aspects of their budgetary 


_ projections. For instance, the cost 


of administration and the expendi- 
ture on the maintenance of law and 
order continue to incline upward, 
while administrative efficiency 
_keeps on declining and the law and 
situation goes on 


_ Jt is not without an element of 
irony that the expenditure on law 
and order has jumped to Rs 1091 
million in the new budget, as 
against Rs 851 million on health. 

en, jobs and departments in the 
‘provincial secretariat continue to 
‘proliferate. The expenditure on 
general administration has es- 
calated from Rs 818 million in 1983- 
84 to about Rs 1,000 million at pre- 
sent — and that despite 5 per cent 
economy cut. 

What is more disturbing is the 

province’s abject dependence on 
the Federal Government for 
financing its Annual Development 
Programme. Its own contribution 
to the ADP is only a fraction of the 
federal assistance. 
‘ To be more specific, the gross 
ADP for 1984-85 is estimated at Rs 
4,300 million. The federal aid will 
amount to Rs 3,828 million. 
{Another Rs 82 million would be 
available from the deposit account 
“ town development schemes). 

The gap in resource availability 
bill be paradoxically made up by 
pn anticipated operational short- 

all of 9.05 per cent in the total out- 
day. This reduces the concept of 
provincial autonomy to a mere 
‘euphemism and makes the goal of 
economic self-reliance more illus- 
ory than before. 
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Striking features 


+ The object of bringing into focus 
these dismal aspects of the provin- 
cial economy is not to dispzrage the 
‘mew budget, which is not without 
,Some striking features that 

_ = top priority given to ag- 
‘Ticulture which claims 28 per cent 
of ADP, 

— expansion of the rural sector 
‘through electrification, water sup- 
‘ply and farm-to-market roads, 
| funds allocated to education, 

— marked stress on the uplift of 
‘backward areas to level off 

disparities, 

— emphasis on development 
physical infrastructure, 

— focus on specialised health 
services, 

— fresh effort to combat the twin 
ammenace of waterlogging and salin- 

ty which have affected over 2.6 
illion acres. 


_ All this would raise new expecta- 
tions at the popular level and stem 


the tide of growing frustrations. 
However, the implementation 
machinery of the ADP has to be put 
in proper gear to attain the physi- 
cal and fiscal targets. 


Elbow room 


What about the popular reaction 
to the new budget? It is a mixed 
one. The allocation of Rs 30 million 
for the next election has raised 
hopes of democratic restoration. 
‘The stress on giving a fair deal to 
the rural multitudes, on the elec- 
tion eve, has also touched some re- 
-sponsive chords among the people. 

But the budget has been taken as 

_a soulless return of former fiscal 


-balance sheets which indicated 


that Provinces operating under the 

- shadow of the Centre have little el- 
bow room in budget making. 

Otherwise, it is believed that gi- 


_ven reasonable freedom, the ste- 


wards of provincial economy could 
generate sizeable resources by tax- 


‘ing the feudal barons, provide 


more essential inputs, notably ag- 
ricultural loans, to small landow- 
ners and tap the vast potential of 
smal] industries. 

' The Punjab budget breaks no 
new ground to span the widening 
gulf between the haves and have- 
nots of society in the light of Is- 
lamic tenets. 
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ENERGY SECTOR DISCUSSED; MORE PRODUCTION CONSERVATION URGED 


Karachi DAWN in English 23 Jun 84 Business Supplement p III 


[Article by Rizwan Ahmed: 


[Text ] 


THE LOADSHEDDING of 
electricity and the pressure 
on the supply of natural gas 
have ewhat dramati- 
cally highlighted the de 
ficiencies of the energy sec- 
tor. But the situation, as a 
whole, needs to be viewed in 


a larger perspective as well, 
in retrospect and in terms of 
future prospects. 

Looking retrospectively at the 
sources of energy supply, one 
would find that in 1947, coal pro- 
vided the largest share of energy 
for commercial consumption, that 
is 59.1 per cent of the total. At that 
time, the share of oil was 37.8 per 
cent and of hydroelectricity only 
3.1 per cent. 

Over the years, the pattern 
changed and in 1982-83, the share 
of coal had declined to a meagre 5.1 
per cent while that of hydroelectr- 
icity had increased to 16.6 per cent. 
The con; “ibution of other sources, 
including nuclear energy was only 
marginal — 0.6 per cent of the total. 


Oil on top 


Oil had, on the other hand, come 
on the top as a source of energy 
with a share of 39 per cent, fol- 
Jowed closely by natural gas con- 
tributing 38.7 per cent. Together, 
they accounted for 77.8 per cent of 
the total energy supply in 1982-83. 

This heavy dependence on the 
two sources had, however, some 


' serious implications. With the high 


pies of oil, the country’s import 
ill of this item had skyrocketed to 
Rs. 20.5 billion in 1982-83. The in- 
creasing use of gas, available at a 
low price for power generation, was 
threatening a fast depletion of the 
available reserves. 

During the Fifth Plan period, the 
demand for energy rose at an aver- 
age of 8.5 per cent annually and the 
shortages acquired _ serious 
magnitude. But the responses re- 
mained sluggish and the impact 
was sought to be cushioned by ar- 


- ranging credits for financing rising 


costs of imports and increasing the 
supply of gas. 


Temporary relief 


These solutions provided 
temporary reliefs. Not much head- 
way appears to have been made, 
however, during this period to en- 
sure supply of energy from stable 
sources. Thus the energy situation 
became particularly grim in the 
closing years of the Fifth Plan 
period. 

In fact, the per capita consump- 
tion of electricity also remained at 
a very low level in the country. In 
1979, according to official figures, 
Pakistan’s per capita consumption 
was half of the average of low in- 
come developing countries, 1/9th 
of the world average and 1/48th of 
the USA per capita consumption. 

This situation has obviously to be 
corrected. Whether it is a home, a 
factory or field, energy is an indis- 
pensable factor for progress and as 
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"Need To Produce More and Conserve More"] 


* such its adequate supply has to be 
‘ assured to all the sectors from st- 
_ able sources. 


This requirement has been duly 
‘recognised in the Sixth Five-year 
‘Plan which accords a high priority 
to the development of the energy 
sector. In doing so, the planners 


: and policy makers have also kept in 


view the suppressed demand dur- 


ting the. Fifth Plan period which 
: would, no doubt, continue to im- 
! pose a heavy burden on the future 


development. 
The Sixth Pian’, --iccation for 


‘ the energy sector shows the under- 


lying concern for this sector. The 


‘total planned investment of Rs. 


116.5 billion for the energy sector is 
as high as 38 per cent of the total 
public development outlay in the 
Plan. It is three times higher than 
the allocation of Rs. 39 billion 


- made in the Fifth Plan. , 

+ A break-up of the planned alloca- 
- tions also gives an indication of the 
_ priorities. The amount earmarked 


for generation and distribution of 
power, including rural electrifica- 
tion is Rs. 87.4 billion, which works 
out to 75.02 per cent of the total 
allocation for this sector. 


Sixth Plan allocations 


Further details of the allocation 


* show that out of Rs. 87.4 billion, an 


amount of Rs. 45 billion is 
earmarked fcr programmes of ad- 
ditional power generation, Rs. 30.7 
billion for augmenting and expand- 


' ing the transmission and distribu- 














tion system and Rs. 3.6 billion for 
programmes of small generating 
units, the programmes of Pakistan 
Atomic Energy Commission 
(PAEC), and for extending power 
availability to northern region and 
‘Azad Kashmir. 

An amount of Rs. 8 billion has 
-also been provided for the prop- 
‘osed Chashma nuclear power pro- 
ject, with a projected capacity to 
_ produce 900 MW but the project is 

expected to be completed after the 
Sixth Plan period. The allocation 
for the Chashma project, despite 
uncertainties attached to it, re 
flects the decision to go ahead with 
it. 

As aresult of the programmes for 
which the allocations have been 
made, power generation at the end 
of the Sixth Plan period is expected 
to rise by 3,795 MW to a total of 
8,604 MW. The extensign of the 
transmission and_ distribution 
networks will enable 3.2 million ad- 
ditional consumers to get power 
and 20,000 additional villages to be 
electrified. 


Short falls 


While at the end of the Sixth Plan 
period, the total power supply will 
be in excess of the total projected 
demand, according to the Plan pro- 
jections, in the early years of the 
Plan period, including the current 
fiscal year 1983-84 and the coming 
year 1984-85, shortfalls in power 
supply were indicated. 

The reason is twofold: all the 
Plan programmes are not becoming 
operational in the early years and 
there will be reduction in the po 
tential for hydro-generation units 
as a result of natural causes. This 
situation, in its turn, underlines 
two significant aspects of our over- 
all energy scenario. 

First, that there are obvious re- 
straints on our capacity to produce 

-power through hydro-generation 
and as a source of power supply, its 
contribution is not likely to in- 
crease substantially. 

Secondly, that or dependence on 
oil and gas will continue, together 
with its implications, unless we de- 
velop other sources of energy, inc- 
luding nuclear. ; 

These aspects are also clearly 
seen from the projections made in 
the Sixth Plan in relation to diffe- 
rent sources of energy supply. 





The addition to the installed 
_ Capacity for power generation will 
_be of the order of 2,440 MW for 
* steam, taking the persent capacity 
of 1,436 MW to a total of 3,876 MW 
in 1987-88. 
, _ For gas turbines, an addition of 
: 725 MW will be made to the present 
i capacity of 689 MW, making a total 
' of 1,414 MW, at the end of the Plan 
period. 
In hydel generation, the increase 
in Capacity will be of 630 MW and 
_ its addition to the existing 2,547 
MW will total 3,177 MW in 1987-88. 
Thus, when the Sixth Plan period 
comes to its conclusion in 1987-88, 
oil and gas will continue to have a 
dominant share as source of en- 
: ergy, that is, 79 per cent of the total, 
compared to 77.7 per cent in 1982- 
83. 


The share of vil will be higher at 
42.2 per cent compared to 39 per 
cent in 1982-83 but that of gas will 
be reduced to 35 per cent compared 
to 39 per cent in 1982-83. 

There will only be a marginal dif- 

_ ference in the share of hydro 
generated power from 16.6 per cent 
in 1982-83 to 16.9 per cent in 1987- 

; 88. The share of coal will be still 
lower at 4.9 per cent at the end of 

‘ the Plan period compared to 5.1 per 

- cent in 1982-83. 

In the case of nuclear energy, 
there will be no change. Its con- 

‘ tribution at the end of the Plan 
period will continue to be an in- 
significant 0.1 per cent as it is now. 

It will be worthwhile mentioning 
here that in view of the inevitable 

- need for oil and gas, the Sixth Plan 

i envisages an extensive develop- 

-ment of the resources within the 

‘country and Rs. 27.5 billion have 

; been earmarked to be spent for this 

* purpose during the Plan period. 

* In addition, it is proposed to in- 

‘creasingly associate the private 

-sector in the exploration and de 

velopment of oil and gas with an 
envisaged investment of Rs. 15.7 
billion during the Sixth Plan 
period. A pricing formula for en- 
ergy supply will also be worked out 
to attract private sector 
investment. 

The present constraints and limi- 
tations also underline the need for 
change in the pattern of the energy 
supply sources and the Sixth Plan 

' could not be oblivious to this need. 

' Increasing use of coal as a source 
of power supply offers one possibil- 


m/e 
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. ity. For this purpose, the exploita- 


tion of large reserves of coal at 
Lakhra and Duki are being plian- 
ned. A 300 MW generating plant 
based on Lakhra coal is, however, 
expected to become operational af- 
ter the end of the Plan period. 

However, its beginnings will be 
made during the Plan period and it 
is expected that the Aid-to 
Pakistan Consortium will offer as- 
sistance to the Rs. 3.9 billion pro 
ject to mine coal and to set up a 
coal-based power plant some time 
towards the end of 1984. 

To accelerate the development 


_of con] resources, the possibility of 


inducting the private sector in the 
mining of the 84 million tons of pro- 
ven reserves spread over 27 


_ kilometres in Lakhra is also being 


explored. 

More important in the long term 
is the development of nuclear en- 
ergy. But because of international 
political factors; the fate of the 
proposed 900 MW _  Chashma 
nuclear is stil] hanging in the ba- 
lance. In any event, while the Sixth 
Plan has made financial allocation 
for the project, its projection does 
not include any addition to nuclear 
power generation over the 137 MW 
produced in 1982-83. 


This much about the expansion 
of power supply. But there is also 
need for conservation of energy. 
The demand to conserve might look 
somewhat strange because of the 
already low per capita consump- 
tion. But the fact remains that 
there are cbvious wastages to be 
avoided and the imperative need 
for power to be conserved where- 


_ ver possible. 


The Sixth Plan strategy for the 


' energy sector has, therefore, a dual 
- approach based on expanding en- 


ergy supply and its sources and sav- 
ing the produced energy for pro- 
ductive use by conservation 


-methods. 


In justification of conservation, 
it is said that even highly in- 
dustrialised countries have felt it 
necessary to conserve energy and 
by adopting this strategy they have 
improved their bargaining position 
with oil producers and have also 
aided their economic recovery. 

The conservation measures en- 
visaged in the Sixth Plan include 
those directed at avoiding wastage 
or loss and also those aimed at rest- 
raining growth in energy demand 














‘ in order to maintain a healthy ba- 
' lance with available supply. 


Price for consumer 


A policy to bring the price of en- 

: ergy to the consumer in line with 
. the cost of its production is one of 
: the main planks of this policy and 
, this has also been suggested by the 

" international financing agencies. 

* For saving power, the closure of 
' shops in some of the larger cities 
; early in the evening has been one 
measure which has oy been 
adopted. 


Other suggested steps are intro- 


99 


duction of a five-day working week 
system, staggering of holidays and 
working shifts in industrial estates, 
early closure of industrial units 
during the December to May 
period, whici. is critical for energy 
- supply, and penalising wasteful use 
of energy for ostantatious and de- 
. Corative purposes. 


It is hoped that the overall 


, Strategy for developing, expanding 


and conserving energy supply will 


‘make more power availabie to all 


sectors during the Sixth Plan 


‘period and will also lay down a 


strong basis for future 
development. 





STATE BANK ANNOUNCES ISLAMIC MODE OF FINANCING 


Islamabad THE MUSLIM in English 24 Jun 84 ppl, 7 


[Text ] 


KARACHI, June 23: The State 
Bank of Pakistan today announced 
a aby ogee aimed at switching 
over the Islamic mode of financing 
during the course 
financial year. 

The State Bank has also advis- 
ed the commercial banks that the 
maximum and minimum rates of 
profit to be derived by the banks 
from trade related and investment 
type modes of financing will be as 
prescribed by it from time to 
time. In the case of investment 
type modes of financing, should 
losses occur, they will have to be 
proportionately shared among all 

e financiers. The investment type 
modes of finan specified by 
the State Bank include Musharika 
or rem and loss sharing, equity 
patticipation and purchase of 
shares, purchase of participation 
term certificates and Mudarba 
certificates and rent sharing. 

The detailed programme spelt 
out by the State Bank for shift- 
ing to Islamic mode of financing 
in conformity with the budget 


speech of Finance Minister Ghulam 
Ishaq Khan earlier this month is as 
follows: 

— As from Ist January, 1985, 

all finances provided by a banking 
company to the Federal Govern- 
ment, provincial Government, 
public sector corporations and 
public or private joint stock com- 
panies be only in any one of 
the modes indicated bejow. 
- As from Ist ril, 1985, all 
finances provided by a banking 
con:pany to the Federaj Govern- 
ment, Provincial Government, 
public sector corporations and 
public or private joint stock com- 
panies shall be only in any one of 
the modes indicated below. 


- As from Ist ril, 1985, all 
finances provided by a banking 
company to all entities, including 
individuals, shall be on the same 
basis as indicated below: 


of the next 
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PERMISSIBLE MODES OF 
FINANCING 


(A) Financing by lending: 

) Loans not carrying any inter- 
est on which the banks may re- 
cover a service charge not exceed- 
ing the proportionate cost of the 
operation, exchiding the cost of 
funds and provision for bad and 
doubtful debts. The maximum ser- 
vice charge permissible to each 
bank will be determined by the 
State Sank from time to time. 

I) Qarz-e-Hasna loans given 
on compassionate grounds free of 
any interest or service charge and 
repayable if any when the borrow- 
er is able to pay. 

(B) Trade related modes of finan- 
cme nee the following: 

) Purchase of goods by banks 
and their sale to clients in case of 
default, there should be no marx 
up on mark up. 

Il) Purchase of trade bills. 

III) Purchase of moveable or 
immoveable property by the banks 
from their clients with buy back 
agreement or otherwise. 

IV) Leasing 

V) Hire purchase. 

VI) Financing for development 
of property on the basis of a 
development charge. 

The maximum and the mini- 
mum rates of return to be deriv- 
ed by the banks from these 
modes of financing will be as 
may be determined by the 

state Bank from time to time. 
(C) Investment type modes of 
fjnancing. These modes include 
the following: 


D Musharika or profit and loss 
sharing. 


II) Equity participation and pur- 
oot & oA , 4 

If) Purchase of participation 
term certificates and Mudarba 
certificates. 

IV) Rent sharing. 
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The maximum and minimum 
rates or pforit to be derived by 
the banks from such transactions 
will be as may be prescribed by 
the State Bank from time to time. 


H wever, should any losses occur, 
they will have to be proportionate. 
ly shared among all the financiers 

The appropriate mode of 
financing tg be adopted in any 
particular case will be settled by 
agreement between the banking 
company and the client. Some 
possible modes of financing for 
various transactions have been 
shoWn below: 


Possible modes of financing 
for various transactions: 
1. Trade and Commerce 

A) Commodity operations of 
the Federal and Provincial Govern- 
ments and their agencies. 

Mak-up in price. 

B) Export Bill purchased /nego- 
tiated under letters of credit 
(Other than those under reserve). 

1) Exchange rate differential in 
the case of foreign currency 


bills. 

II) Commission or markdown in 
the case of rupee bills. 

C) Documentary inland bills 
drawn against letters of credit 
purchased/discounted. 

Mark-down in price. 

D) Import bills drawn under 


letters of credit. — 

Mark up in price. 

£) Financing of exports under 
the State Bank’s Export Finance 
Scheme and the scheme for finan- 
cing locally manufactured machin- 
ery. 

Service charge /concessiona] 
service charge. 

F) Other items of trade and 
commerce. 

Equity participation P.T.Cs. 
Modaraba_ certificates, leasing, 
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hire-purchase or make up Work- 
ing Cane Profit and Loss sharing 
or mark up. 

Ill. Agriculture and Fisheries. 
ERIES 


A) Short term Finance. 

Mark up in the case of small 
farmers and small fishermen who 
are at present eligible for interest 
free loans finance for the speci 
fied inputs etc. Upto the prescri- 
bed amount may also be on mark 
up basis. The mark up amount may 
however be waived in the case 
of those who repay the finance 
within the stipulated period and 
payment of the mark up made by 
the State Bank to banks by debit 
to Federal Government account. 


B) Medium and Long term fin- 
ance 

1) Tube wells and other wells 

Leasing or hire purchase. In 
addition to ownership of machinery 
banks may create charge on the 
land in their favour as in the case 
of other loans to the farmers under 
the passbook system. 

Il) Tractors, trailors and other 
farm machinery and transport (in- 
cluding fishing boats, solar energy 
plants etc.). 


Hire purchase or leasing. 


III) Plough cattle, milch cattle 
and other livestock. 


Mark up. 

IV) Dairy and poultry. . 

PLS/Mark - up/Hire — Purchase/ 
Leasing. 


V) Storage and other farm 
construction (viz. sheds for 
animals fencing etc.) 

Leasing or rent sharing basis 
with flexible weightage to the 
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bank’s funds. 
VI) Land development. 
Development Charges. 
VID) Orchards, including nurser- 


ies. 

Mark up, development charge 
or PLS basis. 

VIII) Forestry 

Mark up, development charge 
or PLS basis. 

IX) Water course improvement 

Development charges. 


IV. Housing 

Rent sharing with flexible 
weightage to bank’s funds or buy. 
back cum mark-up. 
V. Personal advances (other than 
those for business purposes and 
housing) : 

A) Consumer durables (cars, 
motor-cydes, scooters and house. 
hold goods) 

Hire purchase. 


B) For consumption purposes. 
inst tangible security with 
buy back arrangement. 


As from the Ist July, 1985, no 
banking company shall accept any 
interest bearing deposits. 
As from that date, all deposits 


accepted by a banking company 
shall be on the basis of partici 
pation in profit and loss of the 
banking company, except deposits 
receiv in currently account on 
which no interest or profit shall 
be given by the tanking company. 

The instructions shaJ, however, 
not apply toon lending of for- 
eign loans, which will continue to . 
be governed by the terms of the 
loans. The instructions on bank 
deposits shall also not apply to 
foreign currency deposits. ‘. 




















MORE FEDERAL FUNDS TO BE SOUGHT FOR SIND DEVELOPMENT 


Islamabad THE MUSLIM in English 25 Jun 84 p 8 


[Text ] 


CSO 


KARACHI, June 24: Provincial 
Finance Minister Javed Sultan 
Japanwale today said he would 
approach the Federai Govern- 
ment to raise its alloction for 
Sind’s development budget. 


He was addressing a news 
conference to explain the slient 
features of the budget for 
1984-85. 

He said he would go to Islam- 
abad next month to meet the 
Federal Finance Minister Ghulam 
Ishaq Khan and persuade him to 
give more resources to the 
province. 

Mr. Japanwals told a questioner 
that he would try his level best to 
get more resources. He was asked to 
comment on matginal increase in 
the development programme that 
would mean a smaller ADP for 
1984-85 in real terms when 
compared to the current years ADP 
in view of the current over 9 per 
ay! ea rate. 

eply to a volley of 
uestions on shortfall in the 
nancial targets of the ADP 
compared to Sixth Plan allocations, 
the Finance Minister said the total 
shortfall in the actual allocations 
amounted to Rs. 776 million when 
compared to the sum earmarked for 
the first two plan years. He said 
‘Rs. 1,760 million and Rs. 2,000 
| million were earmarked for 
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1983-84 and 1984-85 respectively 
in the Sixth Plan. The ADP for 
current fiscal year is estimated at 
Rs. 1,499 million and Rs. 1,533 
million for 1984-85. 

The Minister observed that 
either the resources for the ADP 
would have to be enhanced in the 
following three years of the plan or 
the plan targets would have to be 
scaled down. The issue is now being 
discussed with the Federal Govern- 
ment. He was hopeful that more 
resources would be forthcoming to 
meet the shortfall in the financial 
outlay of the ADP. 

He also revealed that the current 
year’s ADP had been implemented 
to the extent of 65 per cent of the 
total financial outlay by the end of 
April 1984. He was confident that 
the balance of the amount would 
be utilised by end June this year. 

Asked how 35 per cent of the 
resources allocated for ADP would 
be utilised in two months when 
it took 10 months to spend the 65 
per cent of the allocation, he said 
the first quarter of the fiscal bad 
was generally consumed in making 
estimates and c tenders from 
contractor or accepting bids. 

When asked how utilisation was 
s0 slow when bulk of the schemes 
consisted of ongoing projects and 
very few were new ones he said the 
new budget year entailed fresh 
processing Of cost estimates for 
piece work. 


PAKISTAN 

















PAKISTAN 


BUSINESS COMMUNITY WELCOMES IMPORT POLICY 
Karachi DAWN in English 25 Jun 84 p 1 


[Text] Lahore, June 24--Trade and Business organisations on Sunday termed the 
new Import Policy as balanced and in favour of industrial development. 


Following the policy announcement from Islamabad on the radio and TV network, 
various trade and business bodies held meetings to consider the new import 
guidelines. 


The Executive Committee of the Lahore Chamber of Commerce and Industry, pre- 
sided over by its president Mr Mushtaq Ahmad, thought that the basic spirit 
of the import policy, that is, the ‘negative list' conformed with the broader 
perspectives as envisoned by the Industrial Policy and Investment Schedule. 


The introduction of the quota system for new importers for certain restricted 
items was also appreciated. However, it was suggested that it should have 
been 50 instead of 25 percent. 


The meeting also welcomed the special concessions to the engineering and 
battery~-manufacturing units and to mctorcycle and bicycle industries. 


The president of the Lahore Stock Exchange Mr Abdul Qayyum Bhatti, the presi- 
dent of the Anjuman-i-Tajran, Lahore, and the local importers also expressed 
similar views. 
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PAKISTAN 


NEW IMPORT POLICY ANNOUNCED; IMPORTS LIBERALIZED 
Karachi DAWN in English 25 Jun 84 pp l, 2 
[Article by M,. Ziauddin] 


[Text] Islamabad, June 24: Continuing with the current year's policy of 
maintaining a Negative List and a Restricted List the Import Policy for 1984- 
85 announced here on Sunday weeks to further liberalise imports. 


The Federal Commerce Secretary, Mr Izharul Haq, while announcing the new 
Import Policy, stated that in order to ensure that the Negative List contains 
only those items which were not essential, the Negative and Restricted Lists 
were scrutinised in depth and all such items were made freely importable whose 
necessity for import existed. 


Items removed from the Negative List and made freely importable include 
natural honey; cycle chains; mechanically and electrically operated operation 
tables for surgery, orthopaedy and gynaecology; roundabouts, swings, and 
other fair-ground amusements for installation in children's amusement parks 
(except video games and gambling equipment). 


Other items removed from the Negative List include centrifuge cream separaters; 
parts of radio receivers incorporating sound recorders; ballpoint pens of value 
less than 18 paisas per piece; blooms, billets, slabs, and sheet bars and 
pieces (less than 3.81 square or thick) of high carbon steel, stainless or heat 
resisting steel and of other alloys of steel; bars and rods (excluding wire 
rods) and hollow mining drill-steel round bars; rods of 7.62 cm. or less in 
diameter of high carbon steel, stainless or heat resisting steel and other 
alloys; and breeding eggs in shell if imported by recognised hatcheries, Wild 
Life Department and research institutions. 


Items removed from the Restricted List include blank pipes, and tubes for 
motor cycle manufacturers; coal-dust for battery manufacturers; machine tools 
for working metals or metal carbides; interchangeable tools; safety classes 
other than those used in motor vehicles; articles of apparel and clothing 
accessories of unhardened vulcanised rubber and parts; sheets, strips, rods 
and profile shapes of unhardened vulcanised rubber. 


While autocycle parts have been placed on the Negative List. The C and F ceil- 
ing on wall clocks has been raised from Rs 75.00 to Rs 90.00 and for alarm 
clocks and time pieces from Rs 40.00 to Rs 50.00. 
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It has been decided to issue licences for all five items subject to quantita- 
tive restrictions at the rate of 100 percent value licensed during 1983-84 to 
the existing importers and 25 percent of the value licensed during 1983-84 
will be reserved for issuing licences to new comers for butter, milk and 
infant food only subject to a minimum value of Rs 10,000. 


Efforts have been made to simplify and liberalise the regulatory framework. 
In this connection it has been decided that the limit for opening joint letters 
of credit in case of first licence has been raised from Rs 50,000 to 150,000. 


Grouping for purposes of import requirements has been allowed to concerned in- 
dustrial consumers in case of import of bulk items like iron and steel required 
by foundries, sulphur, iron and steel scrap required by re-rolling mills, un- 
wrought aluminum and tin plates required by ghee and cooking oil units. 


The payment of import licence fee for amounts exceeding Rs 1000 would hence- 
forth be payable through a pay order instead of a treasury challan. For amounts 
less than Rs 10,000 the payment will continue to be made through treasury 
challan,. 


In July 1983 Pakistan switched over to a new system of negative list which 
explicitly bans the import of specified items on the following grounds: 
(1) items banned for religious or security reasons; (2) luxury consumer 
goods; and (3) items banned for protective reasons. 


In addition to the Negative List, a Restricted List was also adopted which 
comprises three parts: (1) list of consumer goods subject to qualitative re- 
strictions; (2) list of items importable exclusively from the tied sources, 
e.g., credit, loan and barter; (3) list of items import of which is restricted 
to the public sector. 


Items which were not included in either of the two lists were allowed to be 
freely imported. 


Mr Izharul Haq, in his speech over the radio and television stated that the new 
import regime was widely acclaimed by the trading community and therefore the 
government had decided to continue with the system. 


He said the import policy has been aimed at stimulating and accelerating in- 
dustrial activities through increased industrual output based on high value- 
added products, more sophisticated engineering and chemical industries and 
optimum utilisation of existing industrial capacity in the country, expansion 
and modernisation of the agriculture sector, provision of greater employment 
opportunities and protecting the consumers by ensuring timely availability of 
essential quality consumer goods at reasonable prices. 


He said, it was proposed to continue with this policy during the next financial 
year so as to ensure availability of maximum goods for industrialisation of the 
country with minimum control. 


He said, protection to local industry will be through tariff adjustments rather 
than through imposition of bans. 














He thought this would enable the local manufacturers to face competition 
from imported goods and will at the same time ensure that they offered quality 
goods at reasonable prices. 


Giving details concerning the imports which have taken place so far during the 
course of this year, Mr Haq said import data which is available for the period 
July-March, 1983-84 showed that goods worth Rs 53,333 million or dollars 
4130.34 million were imported as against Rs 50,171 million or dollars 3950.69 
million during the corresponding period representing an increase of 10.29 per 
cent in rupee terms and 4.55 percent in dollar terms. 


The import data also covered items for which no foreign exchange has been 
spent from the country's own resources, e.g. machinery imported under NRI 
scheme, vehicles brought under baggage and gift schemes, items coming under aid 
programme and goods received as donation for Afghan refugees. 


Major items which have been imported are (1) Petroleum and petroleum products-- 
Rs 15043.63 million; (2) Machinery--Rs 9522.32m; (3) Chemicals including fer- 
tilizers--Rs 5023.26m; (4) Edible oil--Rs 4199.81m; (5) Iron and steel and 
other metals--Rs 3149.94m; (6) Road motor vehicles including lorries, trucks, 
motor cars, motor cycles, scooters, etc--Rs 3104.67m; (7) Tea--Rs 1878.51n; 

(8) Drugs and Medicines--Rs 1306.70m; (9) Synthetic yarn and fiber--Rs 612.23 
m; (10) Milk and milk food for infants--Rs 486.18m; (11) Cotton--Rs 456.11m. 


He said the major part of our import bill was on account of raw materials and 
capital goods which are essential for utilising and increasing the productive 
capacity of the economy. 


As regards consumer goods, import of only essential items which are either not 
produced in the country or their production is not sufficient to meet the de- 
mand was allowed. 


Besides, import was also allowed to counteract the inflationary pressure and 
to introduce an element of competition in order to check the spiralling prices 
and improving the quality of domestically produced goods. 


No so-called luxury goods were allowed to be imported from our own foreign 
exchange/resources. 


An analysis of the import figures, he said, would reveal that capital goods 
(30.60 percent) and raw materials (54.92 percent) claimed 85.52 percent of the 
total imports as compared to about 14.48 percent attributable to essential 
consumer goods. 


A major portion of the consumer goods consists of drugs and medicines, tea, 
petroleum products, wheat and butter (donations for Afghan refugees), milk 
powder/milk food for infants, pulses, second hand clothings and books and 
journals. 


The share of the remaining consumer goods in the overall imports amounts to 
only 2.62 percent which includes goods imports under personal baggage and 
gift schemes without involvement of any foreign exchange from our own re- 
sources. 
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He said despite protectionism Pakistan's exports have shown encouraging resil- 
ience and this sector has reemerged as a dynamic element in the national economy. 


During July-May 1983-84 export receipts increased by 13.7 percent in rupee terms 
and 7.7 percent in dollar terms. Exports for the year as a whole are expected to 
increase by 6.6 percent in rupee terms and 1.3 percent in dollar terms as 
compared to last year. 


Since the dollar has been itself appreciating during this period the real mag- 
nitude of increase in terms of meaningful basket of currencies is likely to be 
about 4 percent. 


This performance of the export sector is all the more satisfying as this year 
cotton production and its export have decreased substantially, he added. 


With regard to imports he said it is estimated that the value of merchandise 
imports is likely to increase by 12 percent in rupee terms as compared to the 
previous year. The higher value of imports mainly reflects the increased 
imports on account of cotton, onions, power generating and textile machinery 
and the increase in international prices of tea and edible oil. In terms of 
US dollars, the value of imports increase is likely to be about 6 percent. 


He said the adoption of the liberal import stance has not resulted in undue 
increase in value of imports in real terms as had been feared by some people. 
On the other hand he said the liberalisation process has led to import sub- 
stitution and has been instrumental in cutting down speculative imports and 
hoarding. 
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CAUSES OF LACK OF POLITICAL CONSENSUS ANALYZED 


Islamabad THE MUSLIM in English 22 Jun 84 pl 


Elites?" ] 


[Text ] 








[Article by Dr Mubashir Hasan: 


“At first sight Pakistan appears 
to be less afflicted with 
problems than any country in 
South Asia. It wears a pros- 
perous look, has a briskness 
about it, and everyone you 
meet seems to. be going places. 
The taste is lively, fresh. The 
style is modern smart.... . 
Karachi is the richest looking 
city in South Asia, Islamabad is 
coming up as the most hand- 
some....Lahore and Rawalpindi 
are nct in the same class....But 
there also people are full of 
good looks and good health. 
Good manners are universal, 
hospitality and helpfulness 
abound, the rich carry their 
wealth with charm and sophis- 
tication. Many men are very 
bright; many women just 
scintillate. Because of them, 
the ten days | spent there 
recently | will not soon 
forget.” 


“And yet Pakistan is in a very 


deep crisis.” 

The foregoing is an excerpt 
from a four-page article in the 
Illustrated Weekly of India (April 
8) written by the eminent Indian 
journalist, Mr. Pran Chopra. He 
visited Pakistan at the invitation of 
The Muslim to attend the seminar 
held at Islamabad last February. 
In his article, Mr. Chopra has 
written many interesting — even 
profound — things, in an inimitable 
style, that is a joy to read. 
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The following concerns itself to 
a question Mr. Chopra did not 
address himself to but one that is 
not quite unconnected with what 
he was talking about. How is it 
that there should be a deep crisis 
in a country that wears a pros- 
perous look with a lively fresh taste 
and where evervone vou meet 
seems to be going places. Normally 
under conditions such as those 
described by our Indian friend 
there should be no crisis at all. How 
is it that prosperity, and all that 
goes with it, and a crisis should 
coexist in Fakistan? 


CRISIS 


ART TACIT 

Ofcourse, there are people in 
Pakistan who would deny that any 
crisis exists. Everything is fine and 
would continue to e fine, they 
say, and advise the worried and the 
concerned to take thines calmly, 
They have convinced themselves 
that things will “work out”. 

But then, what does one say to 
a foreign visitor who asks a simple 
question: Should something happen 
to the status quo what will succeed 
it? What can you answer except 
that you don’t know. 

Question: Why don’t you 

know? 

Answer: Because the country 

has no constitution and there- 

fore has no device or procedure 

to effect a succession. 

Question: Why does the country 

not have a constitution? 

Answer: Because the ruling 

Classes of Pakistan cannot agree 

on how to share power among 

themseives and how to run a 

system of production and distri- 

bution. 





PAKISTAN 


"Why Political Consensus Eludes Pakistan's 














That indeed is a crisis situation. 

Unfortunately the malady is not 
just acute, it is chronic. A constitu- 
tion was ready in 1954 when we 
dis missed the Constituent 
Assembly. Then we sicceeded in 
adopting a constitution in 1956 
which was abrogated by the Martial 
Law of 1958. The gift of the 
Martial Law, the 1962 Constitution 
was abrogated in 1969. We also had 
a still-born Constitution in 1971 
cooked up by the Martial Law, 
then in force. And we do not quite 
know what is happening to the 
1973 Constitution except that it is 
not dead and is not alive, and in 
what form it will re-emerge is any- 
body’s guess. 


STRIFF 





Why is it that the ruling classes 
of Pakistan cannot agree among 
themseives how to share state 
power. In other words why cannot 
they agree to divide themselves up 
in legislative, judiciary, and execu- 
tive and accept seriously to 
discharge the duties and responsi- 
bilities set out for each of these 
organs, in .n agreed document, that 
is a constitution? 

Why is it that, in Pakistan, two 
organs of state power always jointly 
manage to strike a fata! blow 
against the third organ thus 
rendering defunct what they had 
sworn to keep alive? We have 
instances of the executive and the 
judiciary joining their forces against 
the legislature (1954, 1958, 1977). 
We also have the experience of the 
legislative and the executive 
successfully curtailing the powers 
of the judiciary (some ammend- 
ments to the 1973 Constitution). 
We also have an instance of the 
executive curbing the powers of the 
judiciary (Provisional Constitution 
Order). Missing so far is the combi- 
nation of the legislative and the 
judiciary pooling up their powers 
against the executive. 


OPPCPTUNISM 





An idealist’s explanation of the 
SH ite constitutional crisis in 
akistan would be that our elites 
are inexperienced, immature and 
prone to be swayed by the 
prospect of short-term gains. They 
have still not breathed the air of 
freedom and are thus unaware of 
the duties and responsibilities that 
go with sovereignty and indepen- 
dence of a nation state. One 
wonders, if they do not, as a class, 
also suffer from a state of psycholo- 
gical insecurity. They seem 
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genuinely to believe that heavens 
would fall if in the course of their 
lives they stood up for what they 
considered to be the right or 
correct course of action. Contrast 
this with the following three 
incidents. 
ea A bathroom built by Lady 
illingdon in the Viceregal Lodge 
New Delhi, had to be malate 
because a British Superintending 
Engineer of the Punjab PWD 
declared it an unauthorised 
construction. Al! efforts of the 
Viceroy's military secretary to 
persuade the engineer to with- 
draw the remarks from his inspec- 
tion report failed. 

A Viceroy of India had to pay 
Rs. 56,000 from his pocket into the 
government treasury to satisfy the 
audit objection that the Viceroy 
did not have the power to order 
reappropriation of his budget grant 
from one sub-head of account into 
another. 

President Truman’s offer to the 
retiring General Pisenhower of the 
nomination of the Democratic 
Party for the next presidential 
election was rejected by the latter. 
Eisenhower replied: Mr. President, 
one does not change one’s political 
party for the sake of becoming 
president of the U.S. 

Instances such as the above are 


‘almost unheard of in Pakistan 


in high places of power, money or 
faith. Our elite is among the most 
pliable, that is, most irresponsible 
and unreliable. Talk to them in 
a period of crisis and they would 
give one hundred and one reasons 
why the time had come to go back 
on their oaths. One need not accuse 
them of evil intentions. They have 
taken all: their plunges in good 
faith. Suffice it to’ remind our- 
selves that the road to hell is paved 
with good intentions. . 


GF-EED 





But to many, this writer inclu- 
ded, the idealist’s explanation of 
the perpetual constitutional crisis 
in Pakistan leaves two major factors 
out of the argument. At the root 
of the unpatriotic behavior of the 
elite lie solid material and political 
factors. 

Consider the record of our 
elites of amassing land, real estate, 
cash and other forms of wealth. 
In thirty-seven short years they, 
as a Class, have managed to 
accumulate what must be the 
envy of the robber barons of the 
rest of the world. 

First there was the grabbing of 
the evacuee property. Overnight 
they became lakh-patis (millionai- 
res) by capturing urban property, 
shops full of goods, and industry 
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left by those who migrated to 
India. Add to this the infamous 
grant of land to “Yefugees” on the 
basis of oral evidence. Then came 
the era of the monopolies of 
import licenses - and fully protec- 
ted fail-safe industrialisation, with 
nominal personal-investment, which 
made them crore-patis. More than a 
few may now be listed as arab- 
patis (millionaires thousand times). 

Nothing succeeds like ‘“‘busi- 
ness” under the protection of state 
power. Wealth rushes in, not in 
geomcuic, but, hyperbolic propor- 
tions. In this argument the quan- 
tum of wealth amassed assumes 
importance not so much in terms 
of ‘‘the rich became richer and the 
poor became poorer”’ but in terms 
of the disparity in acquisition of 
riches among the various sections 
of the elites. The elites, not ethnic- 
ally connected to the fountain- 
heads of patronage are not in a 
Position to buy out the patronage 
required for “successful business”, 
were left behiad in the frenzy to 
amass fortunes overnight. Here 
arose the major grievance of the 
various sections of elites against 
each other. And since, patronage 
of the kind under discussion stems 
from state power, the grievance got 
politicised between various- areas 
and ecg dl pees oe The issues of 
economic political deprivations 
got intermixed. Not that there 
existed no solid political issues in 
their own right to breed antagonism 
among them. 

So the elites of Pakistan, time 
aid again, turned against each 
other, never agreeing, always quare- 
Uing. forgetting their principal roles 
and responsibilities of advancing 
the cause of the nation state. 

In a constitutional rule even in 
a semi-capitalist system no-holds- 
barred-corrupt-practices tO amass 
wealth cannot proceed without 
being checked one day by the 
legistlature or the judiciary. Hence 
the abhorrence of many for a consti- 
tutional rule that threatens to last 
longer than a few years. So we 
topple our governments off and on 
and multiply, the grievances of the 
less privileged elites. No wonder 
they have always agitated for 
“autonomy” and a new consti- 
tution. 

The internecine warfare among 
the elites of Pakistan would not 
have gone, as far as it did, but for 
the factors of international politics. 
It is no coincidence that Pakistan 
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has entered into military alliances 
with foreign countries only when 
the parliaments either stood disso- 
lved or were on their way to being 
diss olved. ; 

Barring few years of popular 
rule the elites of Pakistan have ge 
nerally found themselves in a sort 
of nutcracker. The imperialist 
nations on one side, and the depri- 
ved masses on the other, have ten- 
ded to make the political life of the 
elites, in and out of power, far from 
easy. While most sought the protec- 
tion of the imperialists by agreeing 
to pay the price demanded by 
the latter; some attempted to 
befriend the masses, The result 
in either case was heightened 
discord, and constitutional crisis 
of increased intensity. 


PATRICTIC MASSES | 





been decisive in foiling the plans 
of the elites to run Pakistan on 
unjust and oppressive sodo-econo- 
mic lines. The elites of Pakistan 
never quite understood, that the 
socio-economi: and political frame- 
work, which the experienced 
British could not make to work, 
was thoroughly unworkable in the 
hands of the Pakistani elites. But 
the rulers of Pakistan never gave 
up their colonial mould. They 
kept tinkering with the old frame 
work on the side, but busied them- 
selves in earnest in rampages of his- 
toric proportions. They never 
seriously addressed themselves to 
the task of becoming leaders dedic- 
ated to getting goods and services 
produced and distributed in an 
efficient and just manner. The 
problems arising out of ethnic, 
class or geo-political antagon‘sms 
always overwhelmed them in the 
form of one crisis or another. 

The toiling masses of Pakistan 
much advanced in their political 
consciousness compared’ with 
their generations of forty years 
ago are still weak and unorganised. 

e bulk of the intellectuals of 
Pakistan, a product of a corrupt, 
degenerated and tottering social 
system and “educated” in a phoney 
and bogus system of education 
have generally failed to discharge 
their duty of standing up for truth, 
justice, liberty and humanity. ' 

Mr. Pran Chopra has correctly 
described the chasm that exists 
in what one sees in Pakistan at 
first sight and the crisis that lurks 
behind 














PAKISTAN 


CONCERN VOICED OVER GOVERNMENT INACTION REGARDING OIL CRISIS 
Karachi AMN in Urdu 29 May 84 p 2 
[Editorial: "Will Pakistan Be the First Victim of the Oil Crisis?"] 


[Excerpts] If the Gulf countries stop exporting oil, Pakistan would top the 
list of countries whose economy would suffer. Pakistan imports almost all of 
its oil supplies from the Gulf. Dr Mohammad Asad, minister of petroleum and 
natural resources, has admitted that Pakistan is unable to store a large 
quantity of oil. We can store only enough to meet the needs of the country for 
18 days. By 1988, this capacity will be increased to 30 days. Nothing can 

be done to increase this capacity at present. 


Dr Mohammad Asad added that Indonesia, Malaysia and Borneo have been contacted 
as possible alternate sources of oil in case the oil supply from the Gulf is 
stopped. The idea of looking for alternatives has finally occurred to our 
government; the Gulf war is almost 4 years old. Our economic experts should 
have foreseen the present situation a long time ago. But were our economic 
experts blessed with foresight, Pakistan would have avoided several crises. 


Moving oil by land or via a small pipeline from Iran is an alternative worth 
considering. Pakistan could depend on it for its needs. Another viable 
alternative, arranging to obtain oil from the Far East, should have been worked 
out several years ago. 


Pakistan will suffer a scarcity of oil because the government did not pursue 
these alternatives in time. Even though our bureaucracy is still raising the 
slogan "All is well" and claiming that Pakistan will get plenty of oil from the 
Gulf even after our four huge oil tankers were destroyed there, we will face an 
increase in oil prices. A price increase of even a few cents would mean a bur- 
den of billions of rupees for Pakistan. The increase in the prices of oil and 
diesel will result in uncontrollable inflation. 


Pakistan is way behind in attaining self-sufficiency in oil, even though we are 
finding oil in many places and the recent discoveries is Sind are very reliable 
from a commercial point of view. Our present resources cannot meet even a 

third of our needs. Whatever happens, we must be prepared to face an imminent 
oil crisis. 
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SUI GAS TO BE MADE AVAILABLE TO MORE BALUCHISTAN TOWNS 


Karachi DAWN in English 26 Jun 84 Business Supplement p I 


[Text ] 


CSO; 


_ KARACHI, June 25: More towns 
on Quetta pipeline will she: ‘ly re- 
ceive gas, PPI learnt on Monday. 

These include, Dera Murad Jam- 
ali and Dera Bugti which are ex- 
pected to get gas shortly as gas dis- 
tribution network has already been 
laid in the two towns. 

Ultimately the intermediate 
towns of Jacobabad, Jhatpar, Bell- 
pat, Dhadar, Mach, Kolpur, De- 
rgwaza and, Sariab would also be 
provided with gas, Pakistan 
Petroleum Ltd (PPL) sources said. 

Sales of natural gas on the Quetta 
pipelines after more than a year in 
operation, average a little over two 


_ MCFD (million cubic feet daily). 


4600/639 


The 12 inch diameter 344 kilome- 
ter long pipeline, which starts from 


near Shikarpur on the Indus right 
bank pipeline, has a free flow trans- 
mission capacity of 33 MCFD witha 
maximum 45 MCFD. 

So far gas supplies on the 
pipeline are available in Quetta, 
Sibi and in a Bugti colony adjacent 
to the Sui field. 

As on March 31, this year gas sup- 
plies were available to 10,350 con- 
sumers on this system. Of these 
Quetta had 9,802 consumers. Sibi 
459 consumers and in the Bugti col- 
ony 89 consumers. 

As natural gas supplies from the 
Pirkoh gas field commenced in 
March this year, both the availabil- 
ity and sales of natural gas on the 
pipelines may now increase, the 
sources said.— PPI 
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NEW CHARGES FILED IN LALA ASAD CASE 


Islamabad THE MUSLIM in English 20 Jun 84 p 6 


[Text ] 


CSO: 


KARACHI, June 19: The Special 
Military Court headed by Col. 
Arif has issued a new charge sheet 
against four of the five accused in 
the Lala Asad terrorist case. 

It may be recalled that in an 
encounter with the police Lala 
Asad, allegedly belonging to a terro- 
rist group, and a police inspector, 
Aslam Kyani were killed on Nov. 
20, 1981 in Federal ‘B’ area here. 

Later the police rounded up the 
other five members of his group 
who had, according to the police, 
received terrorist training abroad. 

The name of the other accused 
are Rubina Qureshi, Rukhsar 
Qureshi, Ramazan Moghal, Ashraf 


Sheikh and Wali Mohammed 


Sahit o. 

The accused were 
charge-sheeted under MLR 34, sub 
section 4 (1), The hearing of their 
case concluded last year but the 
judgement was reserved. 
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The verdict was to be 
announced by the Court, today 
and all the five accused were 
prought to the Court from Karachi 
Central Jail but according to 
Shafi Mohammadi, their lawyer 
the Court instead of announcing 
the ag age declared the cases 

inst four of the accused closed 
and issued them a new charge 
sheet under the same FIR for 
harbouring Lala Asad, the State 


offender. The Court did not say’ 


anything in case of the Sth accused, 
Wali Mohammad: Sahito. 

Shafi Mohammadi, said that 
the accused, since their arrest in 
198] remained in jail and were sent 
to jail again today after new 
charges were levelled against them. 
About the 5th accused he said that 
he did not know why he was not 
issued with a new charge sheet or 
what the court has decided about 
him. He said that the hearing 
continued for about eight months 
under the previous charge sheet and 
the judgement was reserved for 
more than six months. 


PAKISTAN 











OMBUDSMAN ENQUIRES INTO SALE OF LAND TO MILITARY OFFICER 


Karachi DAWN in English 22 Jun 84 p 22 


[Text ] 


CSO; 
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ISLAMABAD, June 21: The 
Wafagi Mohtasib (Ombudsman) 
has issued notice to the Military Es- 
tate Officer (MEO), Sargodha Cir- 
cle, to explain on what authority he 
is selling plots at less than market 
rates to individual purchasers from 
the Shoaib Bilal Super Market in 
Faisalabad. 

Accerding to one sale deed ex- 
ecuted by the MEO, the sale price 
of the land comes to about Rs. 
14,000 per marla whereas the pre- 
vailing market rate for that area is 
more than Rs. 100,000 per marla. 

The notice to the MEO refers to 
this sale deed whereby a plot 
measuring 53.33 yards has been 
sold for Rs. 34,000, which was far 
below the market price and thus 
prejudicial to the interest of the 
Government, which is the owner of 
the land. He has been asked to state 
if he has also executed any other 
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sale deeds of plots from this land. 
He is to send in his reply by July 5. 

The Ombudsman has already ex- 
amined the Director, Military Land 
and Cantonments, in this connec- 
tion. A report was also obtained 
from the Deputy Commissioner, 
Faisalabad, who stated that the 
land comprises 140 kanals opposite 
the general bus stand, which is in 
the heart of the city. It has been 
converted in to small plots for sale 
for shops. 

According to the notice, the MEO 
was not legally competent to exe- 
cute the sale deed of the plots with 
private individuals, nor was he au- 
thorised'to divide the land in ques- 
tion in to plots for sale. 

The Ombudsman has ordered 
that further transactions entered 
in to by the MEO in respect of this 
land will be subject to the investi- 
gation conducted by him.—APP. 
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SIND GOVERNOR ON DISTRIBUTING LAND TO POOR, OTHER ISSUES 


Karachi DAWN in English 22 Jun 84 p 24 


[Text ] 


CSO: 
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KARACHI, June 21: The Sind 
Governor, Lt-Gen Jahan Dad Khan, 
said on Thursday his Government 
planned to distribute state land on 
“concessional rates” to the poor 
and deserving Haris in the 
Province. 

As an experimental measure, 
survey of such land will be underta- 
ken ia the three districts of Thatta, 
Badin and Dadu. The land, after be- 
ing developed, will be given to the 
Haris, and the cost recovered in 
easy instalments he said. 

The scheme will be extended la- 
ter to other parts of the province, 
he added . 

The Governor was talking infor- 
mally to newsmen at an Iftar party 
he held for them at the Governor’s 
House. He stressed the construc- 
tive role of the Press, welcoming 
questions on all relevant problems 
affecting. the people of Sind. 
Among those present were the two 
Ministers, Syed Ahad Yusuf and 
Kazi Abdul Majid. 

Law and order 


He expressed satisfaction over 
the law and order situation in Sind, 
saying there has lately been a de- 
cline in the incidence of mdajor 
crimes. In addition to the efficiency 
of the law enforcing agencies he 
paid tribute to the patriotic sense 
of the people of Sind who, he said, 
were extending full cooperation to 
the administration in this primary 
task. 

The Governor pointed out that 
action had been taken against th- 
ose who harboured or shielded the 
criminals, while in other cases 
strict warnings have been given. 

Gen. Jahan Dad, in another con- 
text, said the Government was giv- 
ing priority to the problem of un- 
employment in Sind. Two-thirds of 
the posts vacant have already been 
filled in various Government de- 
partments and agencies, while the 
Federal agencies like the WAPDA, 
Steel Mill etc. have been asked to 
provide jobs to the educated and 
skilled Sindhis on a preferential 
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basis, he added. 


Budget 

In the ensuing Sind Budget, due 
importance will be given to the 
question of eradicating unemploy- 
ment in Sind and sizeable amount 
has been earmarked, he disclosed. 

Asked about the LG. Police, Mr 
Bashir Ahmad’s latest plan for 


structural changes in Sind Police, 


the Governor said that, for the time 
being, it had been decided to make 
some organisational changes in the 
Karachi Police. 

To achieve better coordination 
with the civil administration and 
encourage an integral approach to 
the law-enforcing problem, a full- 
fledged police force under the 
charge of the Senior Superinten- 
dent of Police was being set up in 
each of the three districts of 
Karachi, he added. 


Political detenus 

When a correspondent asked 
whether politcal detenus would be 
set free as a gesture on the occasion 
of Eid he said the cases on indi- 
vidual merit were under continu- 
ous review. Consideration will be 
given to those who had mended 
themselves to play a constructive 
role, he said, adding, however, the 
recalcitrants or die-hard among the 
detenus, with a negative outlook, 
would not be given any quarter. 

After all what was the use of re- 
leasing persons who would resort to 
the same “prejudicial” activities 
and find themselves again in jail 
the next day, he asked? 

In reply to anothr question, he 
said he will take his time in expand- 
ing the provincial cabinet. He, how- 
ever, revealed that the minorities 
will have their representative 
either as an Adviser or a Minister. 

The crop situation in Sind, Gen. 
Jahan Dad said, need not cause 
alarm. If there had been damage to 
the wheat crop, it was marginal. As 
for the rice and cotton crops, he 
said, the sowing season was yet to 
Start and it was premature to guess 
a hazard. 
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STATISTICS ON UNIVERSITY ENROLLMENT 


Karachi DAWN in English 22 Jun 84 p 18 


[Text ] ISLAMABAD, June 21: A total 
number of 49,500 students, includ- 
ing 7611 females were enrolled in 
18 universities of the country inc- 
luding Azad Jammu and Kashmir 
during 1983-84. 

A report said that a total of 
29,626 (3,090 females) were admit- 
ted to Bachelor classes, 14,641 
(4,124 females) to Master level 320 
(77 females) to M. Phil, 413 (81 
females), to Ph.D and 4,000 (239 
females) to various Diploma or 
Certificate classes. 

A total of 3,522 (496 females) 
were studying in the Peshawar Uni- 
versity, 1,120 in the N.W.F.P. En- 
gineering University, 531 in the 
N.W.F.P. Agriculture Usiversny 
and 2,220 (72 females) in the Gom 
University. 

A record number of 8,544 (3578 
females) were admitted to Karachi 
University, 3,544 (569 females) to 
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Sind University, Jamshoro, 2,978 
(94 females), to NED Engineering 
University, Karachi, 2,405 (14 
females), to Mehran University, 
Jamshoro and 1,780 to Sind Ag- 
riculture University, Tando Jam. 
Similarly 8,279 (1,547 females) 
were enrolled in the Punjab Uni- 
versity, 1,500 (142 females) in the 
Bahaudddin Zakria University, 
Multan, 3,441 (83 females) in the 


Agriculture University, 
Faisalabad, 1,100 (214 females) in 
the Islamia University, 


Bahawalpur, and 3,821 (47 
females) in the University of En- 
gineering and Technology, Lahore. 

The University of Baluchistan, 
Quetta, enrolled 2,044 (290 
females), Azad Jammu and Kash- 
mir University, Muzaffarabad, 775 
(102 females), Quaid-i-Azam Uni- 
versity, 1,362 (363 females) and Is- 
lamic University, Islamabad, over 
500 with no female.— APP 
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BUREAUCRACY WORKS TO CURTAIL FREEDOM OF MEDIA 
Lahore NAWA-I-WAQT in Urdu 5 Jun 84 p 5 
[Editorial: "The Bureaucracy, the Press and the Government" ] 


[Excerpts] Pakistan has been independent for 37 years. During this period, 
our country has seen many changes. The only thing that has not changed is its 
bureaucracy. This bureaucracy, which we inherited from the British and which 
is immune to the demands made by an independent country, still views the people 
of Pakistan as the British did, It still supports a British mentality, uses 
outdated, rigid methodology and does not think it is responsible to the people. 
These characteristics of the bureaucracy are everywhere. Our bureaucracy hates 
newspapers because they reflect popular opinion and stir up the bureaucratic 
muck, 


The Pakistani bureaucracy wants the rulers to agree with it and only it. Thus, 
most important political decisions are made under the sponsorship of our 
bureaucracy. Despite of their weaknesses, independent journalists and freedom- 
loving newspapers inform the government about the pressures from other factions 
of the society. They point out the evils in society, the who and what of it 

and how to eradicate these evils. Thus, the newspapers succeed in getting the 
government to understand the viewpoints of groups other than the bureaucracy. 
And this is not acceptable to the bureaucracy; it wants newspapers to remain 
faithful to it. Independent newspapers encourage democratic action, but a 
bureaucracy flourishes only in a country where democracy is not practiced. Open 
expression of public opinion makes people stronger. In other words, freedom of 
the press heralds the return of democracy. Therefore, the bureaucracy tries its 
best to stop the newspapers from bringing democracy back. That is exactly what 
is happening in our country. 


Except for a brief period, Pakistan has been ruled by either a military or a 
civilian bureaucracy. These are both important government agencies. The 
bureaucracy, as an important government agency, always reminds the other im 
portant agency-- the military--that they will lose everything if a third 
partner ii. power is included. They believe that control of the press is 
essential to suppress the rise of a third power. The government has several 
laws to stop publication of "erroneous news." Is it still necessary to ban 
totally the publication of political news? 
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One example of the tricks that the bureaucracy has pulled in the past is the 
actions of Mr Iltaf Gohar, secretary of information during the rule of the late 
Ayub Khan and Mr Abdul Waheied Khan, minister of information. All those anti- 
press laws were also passed during the Ayub era. The Press Trust was estab- 
lished, and some wealthy people were forced to buy some of the free newspapers 
in the Urdu, English and Bengali languages. All this was done against the 
wishes of the minister of information. Later, Mr Iltaf Gohar banned the 
publication of a statement made by the mother of our nation, Fatima Jinnah, 
about basic democratic rights. Later, he issued a rebuttal in the name of the 
minister without his consent. This was the beginning of this "game," which is 
still being played.Under unfavorable circumstances, newspapers act as a safety 
valve for the expression of the people's feelings. When this "valve" is closed, 
these feelings seethe under cover and later explode. 


The country is going through a difficult period. It is essential that the 
government consult with newspapers about various internal and external problems. 
The government and the press would come closer this way. The bureaucracy has 
made sure that this does not happen. It is acting as a "super editor" and 
dictating which news should be published and which not. It tells us which 
heading should be spread over two columns and which news item should be high- 
lighted. This unwarranted editorial interference is causing a rift between 
the government and the press. Circumstances demand that the government change 
its attitude and free the press. Press laws should be repealcd and laws 
supporting honesty implemented. We must light the torch of a free press so as 
to end this darkness. 
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POPULATION ESTIMATED AT 92 MILLION 


Karachi DAWN in English 20 Jun 84 p 2 


[Text ] 


CSO: 
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KARACHI, June 19: Pakistan’s 
estimated population now is about 
92 million, according to official 
sources. 

Pakistan is the ninth most popul- 
ous country in the world. 

According to the census of 1981, 
released in December last, its 
population was 84.25 million (exc- 
luding roughly 3 million Afghan 
refugees). 

The density of population has 
gone up from 82 per kilometre in 
1972 to 106 per kilometer in 1981. 
The highest density was recorded 
in Punjab (230), followed by NWFP 
(148), Sind (135) and Baluchistan 
(12 per kilometer). 

Pakistan’s population has been 
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growing at a rate of around 3 per 
cent per annum during 1961-81 
period, a significant acceleration 
from the growth rate of 1.7 per cent 
in 1951-61 period, largely due to al- 
lowing slowly falling birth rate and 
rapidly declining mortality. While 
the birth rate displayed a margina] 
change from 50 to 42 per thousand, 
the death rate plummeted from 30 
per thousand in 1947 to 12 per 
thousand at present primarily be- 
cause of extended health facilities. 
The mortality decline js 
noteworthy, even though there is 
room for further improvement, spe- 
cially in infant and_ child 
mortality.— APP. 
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FAMILY PLANNING REVIEWED, SHORTCOMINGS NOTED 


Karachi DAWN in English 23 Jun 84 p 3 


[Article by Mohsin Ali: 


[Text ] 


THE Government of 
Pakistan claims that after 
35 years of turbulent exist- 
ence, Pakistan today is no 
longer among the poorest 
countries in the world. The 
average Pakistani family, 
official statistics assert, en- 
joyed an income of Rs. 2,530 


per month in 1983-84. By 
comparison, almost half the 
world (46.2 per cent) lived 
in countries with a lower per 
Capita income. 


Official quarters are also proud 
of the country’s growth rate, rise in 
industrial and agricultural produc- 
tion and expansion of exports. Unf- 
lushed by their success in these sec- 
tors, Pakistani officials have, how- 
ever, also warned the nation that it 
would be cheated of the fruits of 
development unless a balance was 
struck between national resources 
and population growth. Their fears 
are rooted in facts. For Pakistan’s 
population is galloping at the rate 
of over three per cent every year, 
which is amongst the highest in the 
world. 

‘ Tt is well above the annual aver- 
age for the developing countries 
(2.0 pr cent) and far exceeds that of 
industrialised countries today (0.6 
per cent) or when they had their 
industrial revolution in mid- 
eighteenth century (0.5 per cent). 
These cold, dull percentages trans- 
lated into starkly human terms con- 





stitute the nightmare of Pakistan’s 
economic planners. It is clear that 
at this rate of growth, the country’s 
population, which was 32 million in 
1947 and has jumped to nearly 90 
million today, would be 101 million 
by 1988 and a whopping 150 million 
by the year 2000. 


By that time, with over-burdened 
basic facilities, like transport and 
electricity; over-strained social 
services like health and education 
and over-crowded cities, Pakistan 
will be turned into not only an over- 
populated land but a land of de- 
spair. Compounding official con- 
cern is the fact that population 
planning efforts, begun two de- 
cades ago, have made little prog- 
ress, and had, in fact, failed to meet 
their target of a 10 points per 
thousand decline in the birth rate, 
by 1970. 

The dismal performance of the 
State-supported campaign has 
been attributed to a number of 
factors, including _ insufficient 
political commitment of the ad- 
ministration, inadequate financial 
allocation, lack of trained 
operators, failure to motivate the 
population, the conservatism of the 
people, particularly in the rural 
areas, and the open opposition of 
the religious establishment. 

Unless it reins in its runaway 

population, Pakistan’s survival, as 
a moderately prosperous society, 
would be at stake. The statistics of- 
ficials quotes are chilling: the 
crude birth rate is around 42 per 
1,000: infant mortality is 90 per 
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"Contraceptives--A Whispered Word"] 


1,000; mortality in children one to 
four years old is 10 per thousand 
and maternal mortality eight per 
thousand live births. To complicate 
the task of the planners, the death 
rate is not correspondingly high. It 
is 11 per 1,000 because of improve- 
ment in health services. The aver- 
age Pakistani born today can ex- 
pect to live for 55 years and a few 
years longer if he gets beyond the 
age of five. 


The exorbitantly high population 
growth rate has made the task of 
socio-economic development dif. 
ficult. But conversely, the poor 
socio-economic conditions of the 
people have led toa high birth rate. 
People tend to have large families 
because the literacy rate is low, not 
many women are employed, a large 
number of infants die and children 
are seen to offer an economic ad- 
vantage to their parents as extra 
hands for farm labour and family 
business and as old-age insurance. 

Hence it is now recognised that 
for a population planning prog- 
ramme to be really effective, ef- 
forts must concurrently be made to 
improve the quality of life of the 
people. For this a Rs. 100 billion 
five-year multi-disciplinary popu- 
lation welfare programme has been 
launched to improve health envi- 
ronment, lower infant and mater. 
nal mortality, and ensure a 
healthier, more literate citizenry. 
The integrated family welfare 
programme has been officially de- 
scribed as a “realistic and dynamic 
endeavour to reconcile family size 
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with individual needs «i . 
resources.” 

Pakistan’s Planning and De- 
velopment Minister, Dr Mahbubul 
Haq, puts the issue succinctly: “The 
Government considers population 
welfare planning as part of the 
larger development of education 
and health, particularly female lit- 
eracy and reduction in infant mor- 
tality .... our advocacy of a small 
family norm is a response to the 
choice that the people demand for 
improving their own economic 
welfare and our approach is to 
create an environment and an in- 
frastructure in which people can 
exercise their voluntary choices in 
accordance with their faith and be-. 
liefs but in an educated and in- 
formed framework”. 

To strike this balance between 
resources and population grewth, 
the Plan’s demographic and prim- 
ary objectives to be accomplished 
by the end of the plan period (1988) 
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are: to reduce the crude birth rate 
from 42 per 1,000 to 36 per 1,000; 
prevent two million births during 
this period; to reduce the rate of 
population growth from 3 per cent 
to 2.6 per cent and reduce the fertil- 
ity rate from 5.9 to 5.4 per woman. 

The programme is being imp- 
lemented by a number of agencies, 
official and non-governmental. It 
is, however, difficult to say how 
successful this programme will be 
in achieving its targets. The official 
approach to the clinical aspect of 
population planning tends to be 
shy and “birth-control” and “con- 
traceptives” are words which are at 
best whispered. Financial support 
for the programme is also not easily 
forthcoming from the national ex- 
chequer. It is paradoxical that 
Pakistan’s population programme 
receives more funds from foreign 
agencies and governments than 
from local resources. 
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BRIEFS 


PAKISTAN-KOREA JOINT VENTURE--Karachi, June 18--The visiting Korean delegation 
has finally agreed to form a "Pak-Korea joint venture" for engineering consul- 
tancy service in Pakistan. The Korean delegation headed by Mr H.S. Yoo arrived 
in Pakistan on May 21, 1984 and discussed the possibility of having an indepen- 
dent company for consultancy, designing, detailed engineering and fabrication. 
The emphasis was laid on the urgent need of such an establishment for providing 
engineering services to chemical industries, both public and private sectors 
being set up in Pakistan, Dr M.H. Chaudhry, chairman, FCCCL on the occasion 
assured the Korean delegation that FCCCL's best endeavours would be to provide 
maximum cooperation or setting up of the joint venture, for the betterment of 
the bilateral relations between Pakistan and Korea. Mr H.S. Yoo also shared 
the same feelings.--APP [Text] [Karachi DAWN in English 20 Jun 84 p 2] 


SAINDAK COPPER DEVELOPMENT=-Quetta, June 22--The Government has decided on the 
development of 412 million tons of copper ore deposits at Saindak in the Chagai 
District of Baluchistan in the private sector. According to Additional Provin- 
cial Chief Secretary, Mr S.R. Peonegar, a consortium of three foreign countries, 
would soon be announced for the implementation of Saindak Integrated Mineral Pro- 
ject in collaboration with Resource Development Corporation of Pakistan. He 
said formality for formation of foreign countries consortium has been completed. 
An agreement to this effect is reported to have been signed. Experts from the 
consortium countries have already visited Pakistan and completing other formali- 
ties in their countries for the implementation of the project which is likely 
to involve capital outlay of 400 million U.S. dollars.--PPI [Text] [Karachi 
DAWN in English 23 Jun 84 p 12] 


BOOKS BANNED--Karachi, June 26.--Three books and an issue of English monthly 
NEW TRENDS published from Virginia, USA have been banned and forfeiture of all 
their copies has been ordered by the Home Department of Sind Government under 
the Press and Publication Ordinance. April issue of NEW TRENDS and the books 
were banned for containing objectionable material under certain clauses of the 
Press and Publication Ordinance, The books banned are: "Invitation to 
Ahmediyyat" by Mirza Mahmud Ahmed and translated into English by Qazi Mohammad 
Aslam and published in UK "Ham Musalman Hain" printed in Rabwa; and "Jamait 
Ahmedia Ki Milly Khidmat" by Maulana Mohammad Shahid.--PPI [Text] [Karachi 
DAWN in English 27 Jun 84 p 6] 
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UNLIMITED U.S. INVESTMENT SAID POSSIBLE--Lahore, June 19--The newly 
established United States-Pakistan alliance has claimed that it can arrange 
any amount of investment for any kind of projects in this country from the 
Overseas Private Investment Corporation of the United States. The Chairman 
of the Pakistan Charter of USPA says the interested parties in Pakistan 

can contact him for this purpose. The USPA will examine the feasibility 

of a project proposed to be set up in Pakistan and send the same to its 
headquarters in the United States. The headquarter USPA will contact the 
authorities for arranging a suitable investor against the proposed project. 
The USPA will charge a fee from the applicant organisation for its services. 
When the Pakistan charter of USPA receives some investment proposals, an USPA 
delegation will visit Pakistan to examine them within this country. [Text] 
[Islamabad THE MUSLIM in English 20 Jun 84 p 6] 


"CAN PAKISTAN SURVIVE' FORFEITED~-Lahore, June 19--The Government of the 
Punjab has forfeited the book entitled ‘Can Pakistan Survive’ written by 
Tariq Ali and published by Penguin Books limited, U.K. containing objec- 
tional material, with immediate effect. [Text] [Islamabad THE MUSLIM in 
English 20 Jun 84 p 6] 
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